THE OUTLOOK 


The Business Situation—Demand for Capital Exceeds Supply — Exports Well Maintained — 
Position of the Rails—The Market Prospect 


HE condition of inactivity now prevailing in the stock 
market, although it is naturally unwelcome to the in- 
vestment community in general, is nevertheless desirable 

under present conditions, because a liquidated and stable 
market is in a good position to withstand any unfavorable 
developments. The increase in the Reserve rediscount rates 
to 7%, for example, would have had unpleasant effects if 
prices had been high or loans inflated. But with Stock Ex- 
change loans around $900,000,000 and speculative business 
inactive, the effect of the raise in the rate fell mostly upon 
business interests, which are still overextended in various 


directions. 
i 

ATTENTION is now centered more on 

business than on the stock market. 
During the six months ending with April 
there was a steady increase in retailers’ 
stocks of goods on hand. Even after this increase, such stocks 
were not burdensome; but it enabled the public to supply its 
most pressing wants, and there was a growing disposition on 
the part of buyers to hold off on further purchases in the hope 
of lower prices. 

In May came a traffic congestion even more serious than 
before, which had the effect of tying up a great deal of credit, 
and at the same time the banks, under the lead of the Federal 
Board, redoubled their efforts to reduce commercial loans, 
especially those based on accumulations of goods, materials, 
or commodities. 

Retailers found that demands from their customers were 
falling off just at the time when their banks were urging them 
to cut down their lines of credit. The result was a wave 
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of “‘cut price sales” during May and in June to date, which 
moved out a lot of goods. The response from customers was 
excellent, showing that it was the disposition to buy that had 
been lacking rather than the ability. 

The importance of these price reductions has been over- 
emphasized. In pre-war days similar sales were constantly 
being advertised without attracting any attention. Neverthe- 
less, they illustrate the fact that the time when the people 
would buy freely regardless of prices has passed by. In 
future, buyers will be more discriminating. In spite of the 
scarcity and inefhiciency of labor, production has somehow 
been crawling up on consumption, slowly but surely, until in 
some lines it has overbalanced the scale. 

For six months wholesalers and manufacturers have had 
the benefit of a demand from retailers somewhat in excess of 
the real public demand, because retailers were increasing their 
stocks. No further increase in stocks is likely now, .and there 
will perhaps be some decrease. That means that the demand 
on wholesalers and manufacturers will be smaller than it has 
been. The next thing to expect, therefore, will be some 
accumulation of goods in the hands of wholesalers and manu- 
facturers. This will begin to affect wholesale prices, which 
as yet have suffered but little, and some decline in the gen- 
eral price level is likely to result. Similar conditions, by the 
way, are in evidence in England, where the latest ““Econo- 
mist’’ index number shows a little decline. 

We do not believe that this prospective price decline will 
be very serious. Stocks of goods on hand are not heavy, 
costs of production are high and must remain so because of 
labor scarcity, the public, though a little more cautious, is 
still prosperous, our exports continue large, and the world- 
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wide scarcity of goods growing out of the war has not yet 
been overcome. These are not the conditions to generate a 
severe liquidation in business circles. 

We look, therefore, for a continuation of pretty good busi- 
ness, but without further expansion—on the contrary, a ten- 
dency toward gradual liquidation is likely to be in evidence 
for the rest of the year, but without such slowing down 
as would merit the term depression. 

es 8 # 


THERE seems to be no reason to expect 

that money rates will rise materially 
within the next two months. The recent 
increase in Federal Bank rediscount rates 
should suffice for the present, and so far as it has the desired 
effect of reducing credits on accumulated stocks of goods or 
on commodities held for speculation, it should tend to release 
commercial credit and is thus more likely to increase the sup- 
ply of call money than to decrease it. In fact, the degree of 
commercial liquidation which has already taken place, al- 
though not large, is the principal cause of the easier call rates 
which have recently prevailed. 

The reserve ratio of the Federal Banks is still maintained 
around 4214%. Gold imports have helped, of course. The 
disquieting feature of the last bank statement is the further 
rise in rediscounts based on commercial paper, which shows 
that the member banks are still strengthening themselves by 
passing their paper along to the reserve banks—a process to 
which there must naturally be a limit. The small decline in 
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rediscounts based on Government war obligations is welcome. 
Looking at the matter more broadly, the demand for capi- 


tal is still likely to exceed the supply. The railroads need 
almost unlimited amounts. The acute needs of Europe are 
emphasized by the fact that Belgium, whose position is rela- 
tively good, has been obliged to pay an average interest rate 
of almost 10% in order to float its bonds in this country. 
Large credits are tied up in our foreign trade, and they are 
more likely to be increased than reduced during 1920. And 
the requirements of industrial companies show no material 
lessening. 

While it is certainly to be hoped that commodity prices 
have at last ceased rising, it is very doubtful whether any 
important decline in the general level can occur this summer 
because of the continued scarcity of many classes of goods. 
Hence little relief to credits can be expected from that direc- 
tion. And the usual fall crop-moving requirements will have 
to be taken care of. 

We believe that the fall money markets are likely to be 
close. Perhaps we should add once more that we do not 
expect this to result in a panic, because of the unlimited powers 
of the Federal Reserve to increase the supply of credit as 
may be necessary. 
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a - WHILE our growing imports tend to 
MANUFAC- cut down our “favorable” trade bal- 
TURES ance, export trade continues satisfactory. 
This is especially true of manufactures, 

which for the current fiscal year are likely to exceed 1919 
by at least $250,000,000. In April our exports of manu- 
factures to Asia, Africa, Oceania and North and South 
American countries were $107,000,000 over April, 1919. 
On the other hand, exports of foodstuffs in April were 
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less than half those of the preceding April. Exports of 
manufacturing material, as distinguished from finished goods, 
were $175,000,000 against $95,000,000 a year ago. Ex- 
ports to Europe are falling off, while those to other continents 
are increasing. 

This tendency is highly encouraging and our foreign trade 
in 1921 ought to make a gratifying showing. 


* &* 


"THERE has been some relief to freight 

congestion at various points, but the 
difficulties have by no means been overcome. 
There is generally some seasonal decrease 
in the movement of freight in July, and with the tendency 
toward liquidation now. prevailing, aided by the efforts of 
the Interstate Commerce Commission, somewhat better con- 
ditions should be seen. But the fundamental cause of con- 
gestion remains the same—lack of adequate equipment and 
facilities—and a renewal of the trouble in the fall is highly 
probable. 

The war led to a great increase in our manufacturing 
capacity, probably at least 20%. There has been no cor- 
responding increase in railroad facilities. The conclusion is 
clear that if our manufacturing enterprises are kept busy, our 
railroads will be congested. So far, our factories have been 
pretty busy. For a year or so to come they will probably be 
somewhat less busy, and after the peak of the crop movement 
is passed the roads should be able to increase their efficiency. 

An essential for any permanent improvement is, of course, 
higher rates. It is to be hoped that these rate increases may 
be granted in time to become effective September 1. The 
case is so plain that it would seem they must be granted. 
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E see no essential change in the gen- 
:, eral situation. The best bonds are. 
PROSPECT cheap, with a possibility of becoming still a 
little cheaper and almost a certainty of 
starting on a long upward trend before very long. There is 
little prospect that capital will become plentiful enough for 
some months to come to permit any sustained upward move- 
ment of the stock market. While the market has been rather 
well liquidated, we believe somewhat lower prices are prob- 
able before any important beginning can be made toward 
a better market. 
The best railroad stocks are in a relatively better position 


than industrials because the roads are in many cases already 


experiencing the worst conditions that they are likely to suffer 
under, and lowest prices are naturally made when the situa- 
tion is most acute. But under the new law the prospects of 
the roads are in many cases quite different from their past 
performances and a careful examination of the position of 
each one is essential. 

Moreover, the roads need a tremendous amount of new 
capital to put themselves in a position to handle traffic efh- 
ciently, and while they are in the market for this capital and 
are increasing the charges which must precede the claims of 
their stocks on earnings, it can hardly be expected that the 
stocks will record any important advances. The situation is 
aggravated by the very high interest rates which the roads now 
have to pay to get this needed capital. 

Tuesday, June 8, 1920. 
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Why Bonds Are Cheap 


Explanation of Low Bond Prices Which Puzzle Many Investors—Influence of Trend of 
Commodity Prices—Cost of Bonds in Purchasing Power 


ANY investors who have watched 

their bonds, some of them of the 

highest grade and thoroughly pro- 
tected by both property assets and cur- 
rent earnings, drop week by week to 
prices heretofore unheard of, have been 
at a loss to account for such extraordi- 
nary declines. “Scarcity of capital,” 
which is the common explanation, seems 
to afford no adequate reason why gold 
dollars should sell at 50 cents—and many 
of these bonds were formerly looked upon 
as practically equivalent to gold dollars. 

It is important to understand the rea- 
sons for these low prices, since when once 
they are understood the investor is in a 
better position to decide as to his future 
course of action. 

Who Paid for the War? 

It is trite to say that the low prices are 
the result of the 
war. The import- 
ant question is, 
How are they the 
result of the war? 

The $4 yearly 
interest on an old- 
line bond wiil to- 
day buy less than 
half as much of 
the things that 
people have to 
buy, as it would 
before the war. If 
the present scale 
of prices were to 
be looked upon as 
permanent, it is 
clear enough that 
the bond would 
really be worth 
less than half its 
market value be- 
fore the war. The 
interest from year 
to year would buy 
less than half as 
much, and the 
principal when paid off in dollars at 
maturity would buy less than half; con- 
sequently the bond must be worth less 
than half as much, if measured in pre- 
war dollars, or in purchasing power. 

This has been interestingly worked out 
by Clark, Dodge & Co. in a recent circu- 
lar. Taking a list of 17 important com- 
modities (and including unskilled day la- 
bor), they show that $100 par value of 
Union Pacific first mortgage 4s will now 
buy from 15% to 59% as much of the 
different commodities as it would buy in 
May, 1914. The average is 31.4%. 

Therefore, if this state of things were 
to be considered permanent, Union Pacific 
first 4s would today be worth in pre-war 
dollars only 31.4% of their pre-war price. 

That, as Professor Fisher truly says, is 
an example of how the war has really 
been paid for, and fully explains the fall 
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in bond prices. Many other factors may 
be mentioned, but they will all be found 
to be the result of or closely connected 
with this one big fact, variously stated as 
the depreciation of the dollar, the rise of 
commodity prices, or the high cost of liv- 
ing. 

How the H. C. of L. Affects Bonds 

It is entirely logical, then, that there 
should be a relation between bond prices 
and commodity prices. The smaller the 
purchasing power (in terms of commodi- 
ties or the cost of living) of the yearly 
interest received from a bond, the less 
that bond is worth to its owner and the 
lower its price. That is, when commodity 
prices rise, bond prices may naturally be 
expected to fall and interest yields from 
the bonds to rise correspondingly; and 
when commodity prices fall, bonds should 
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rise and bond yields should fall. 

Since “A Century of Prices,” by ex- 
Senator Burton and G. C. Selden, ap- 
peared serially in THE MAGAZINE OF 
Watt Street, and later in book form, a 
great deal more has been heard about this 
connection between commodity prices and 
bonds, which was therein explained. The 
graph herewith is based on substantially 
the same figures as the graphs in that 
book, but is so drawn as to present the 
most direct possible comparison. 

It is simpler to compare bond yields 
with commodity prices than to compare 
bond prices, since the yields move with 
commodities while bond prices move 
against them. Moreover, bond prices are 
in many cases affected by the maturity 
of the bonds, while the yields are figured 
ona basis which eliminates maturity 
dates and makes a l\)-year bond compar- 


able with a 50-year or 100-year bond. It 
is understood, of course, that the bond 
yield line on the graph is equivalent to 
the broad movement of bond prices re- 
versed. Stand the graph on its head and 
you have an average of bond prices, with 
the effect’ of varying maturities elim- 
inated. 

The line showing bond yields indicates 
pretty faithfully all the important market 
moves since 1888. The minor changes in 
any average of this kind will vary accord- 
ing to the bonds used in making it up, 
but the general movements will be the 
same. , 

Practically the same comment might be 
made in regard to the commodity index. 
Several of these indices are compiled by 
different organizations, and although they 
differ in some of the minor changes, the 

broad movements 
are the same in all 
Dun’s index is used 
here. 

There are indi- 
cations that broad 
prices follow com- 
modities now 
rather closer than 
they did 20 or 30 
years ago. Per- 
haps this is partly 
due to a recogni- 
tion of the princi- 
ple on the part of 
some of the big 
bond investors, but 
doubtless a more 
important reason 
is the wider fluc- 
tuations in com- 
modity prices, 
which naturally 
have a more pow- 
erful and immedi- 
ate effect than 
smaller changes. 

It will be seen 

from the graph that commodity prices 
made their big turn in 1897, somewhat 
ahead of the turn in the trend of bond 
yields, and that in general there seems to 
be a tendency for commodities to take the 
lead. However, it is doubtful whether this 
fact will be of great aid to the investor, 
since it is never possible to decide from 
the figures alone whether a change in the 
drift of commodities is merely a minor 
fluctuation or is indicative of a longer 
trend. 

The investor’s main reliance in this 
matter must be his judgment as to the 
future of commodity prices. Throughout 
the war period it was comparatively easy 
to see that the broad trend of commodi- 
ties was upward, and hence to corclude 
that bonds would work lower. Now that 
the war is over, the problem is not quite 

(Continued on page 186.) 
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Another Harriman “Arrives” 


All Signs Indicate That W. Averill Harriman May Attain As Great An Eminence in the 
Steamship World As His Father Attained in Railroading 


LEXANDER of ancient Macedonia 
A complained that his daddy had left 

him destitute. There were no more 
worlds to conquer! 

This by way of saying that William 
Averill Harriman must rest content for 
a while yet with being referred to and 
identified as “the son of E. H.,” for his 
father at least left him the ocean. And 
all signs indicate that the lad,—he is only 
thirty-two—will prove worthy of the 
heritage, and eventually attain as great 
an eminence in oceanic as his father 
before him attained in railroad 
transportation. 

At the present writing young 
Harriman heads three impor- 
tant marine corporations, cov- 
ering the building, financing 
and operation of ships, and 
within the last few months he 
has secured extensive interests 
in a fleet of 250 steamships. 
Also, a rumor persists about 
the Union Pacific headquarters 
that he has relinquished most 
of his interests in this great 
railroad to give all his thought 
and time to his maritime af- 
fairs. Whether this be so or 
not, it is significant that John 
D., Jr., recently made. a per- 
sonal inspection of the Union 
Pacific, the first time such a 
survey has been made of this 
system by any of the Rocke- 
fellers. 

Learning that Mr. Harriman 
had returned from a foreign 
jaunt, during which his ambi- 
tious young eyes had given 
England, France, Holland and 
Belgium “the once over,” as 
regards their shipping, I called 
upon him at his present offices, 
which constitute a sort of rear 
diner, or to be less exact, are 
more like a ship’s cabin of the 
Union Pacific suite on the 
thirty-second floor of the 
Equitable. Though optimistic 
about the outlook for American 
shipping, this returned traveler 
is dwelling in no fool’s para- 
dise, his European trip having impressed 
him “with the magnitude of the problem 
confronting American shipping.” A warn- 
ing look was flashed at me as the remark 
was made, and, I believe, there was a lit- 
tle note of alarm in his voice. 

“T am returning with more accurate in- 
formation regarding the obstacles ahead,” 
he confided. “And while I am not insen- 
sible to their variety or number, I believe 
America will be able to overcome them 
all. We can not, however, develop a real 
export trade if it is left in the hands of 
foreign shipping. I am glad to say that 
our exporters are learning more and more 
the desirability of co-operating with 
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American shippers. Germany and Eng- 
land long ago discovered that shipping, 
banking and merchandising constitute a 
very successful commercial trinity.” I 
interrupted with information to the effect 
that I had read somewhere that 31 shares 
of each British tramp steamer are owned 
by British manufacturers. 

“Our economic future is inseparably 
bound up, in my opinion,” continued Mr. 
Harriman, “with our export trade; nor 
should the fate of American shipping be 
left to the mercy of a few sea-board 


W. AVERILL HARRIMAN 


“A chip of the old block” is what Wall Street is calling 


this merchant marine prince 


communities. Shipping has become a na- 
tional industry and affects every other in- 
dustry. Many of our industries stimu- 
lated by the war must find an outlet for 
their products in foreign fields. This is 
another way of saying that without an 
efficient merchant marine of our own, our 
export trade will be greatly hampered, 
if not entirely disrupted. The National 
Chamber of Commerce, American Ship 
Owners’ Association, merchant and bank- 
ing associations should all educate pub- 
lic opinion on these matters, toward the 
end of securing better legislation. 

“And in the long run our success in 
merchant marine must rest on a more 


competent selection of officers and men. 
There are no two ways about it. Many 
of our operators lack familiarity with 
world shipping and trade conditions. Nor 
have they the right personnel to develop 
their organizations. Our competitors, on 
the other hand, having been in the field 
longer, are familiar with conditions, and 
have built up strong connections through 
service rendered. We should establish a 
number of trades, in my opinion, if we 
are to succeed against the foreigner, for 
if driven off from one trade we can veer 
to another.” Col. Goethals 
also favors taking over the 
German trade routes, and ru- 
mor has it that the U. S. 
Shipping Board is negotiating 
to acquire the docking facilities 
and warehouses of the Ham- 
burg-American Line through- 
out the world. 

“The Jones bill?” I hazard- 
ed, having bought the wrong 
morning paper and still react- 
ing to a somewhat lurid edi- 
torial. 

“This bill,” he replied, “con- 
tains a splendid feature for 
American shipping, and one 
which I have not seen com- 
mented upon. That is the pro- 
vision which permits excess 
profits tax to be employed for 
new construction. This ought 
to enlarge our fleet, and I see 
no harm in letting foreigners 
get possession of those six- 
thousand-ton vessels, as our 
own trade is largely carried in 
the larger type ships. As a 
matter of fact, we really 
couldn’t use these boats to any 
great advantage.” 

“Last year we built more 
ships than England, I believe, 
Mr. Harriman. Is she speed- 
ing up production, or are we 
slowing down?” 

“We are slowing down a 
bit,” he replied. “But think, 
before the war we had scarcely 
any shipyards with the excep- 
tion of a few that were largely 
ted up with the navy. It really was too 
great a pace to keep up.” 

As statistics, just compiled by the 
Bankers’ Trust Co. show, American 
creative enterprise during the war brought 
the number of shipyards in the United 
States for seagoing ship construction up 
to 341 plants, their total of 1,284 launch- 
ing ways being double the number of 
ship-ways of all the nations of the world. 
And American mechanical skill in allied 
lines quickly adapted itself. From a small 
force, ship builders increased to an army 
of nearly 82,000 wood and composite 
builders, and 277,000 steel builders. While 
in Europe hand labor methods were and 
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still are generally adhered to, American 
shipyards were equipped with the latest 
time-saving devices and inventions. 

“Our crews are paid better wages and 
given better living conditions than the 
crews of any other nation,” Mr. Harri- 
man continued. “The officers and their 
men must realize that to justify this 
sreater expenditure on their behalf, they 
must give of their best. The future of 
the American Merchant Marine as well 
1s their own, depends upon the ability 
f our ships to carry a ton of freight 
as cheaply as it can be carried by the 
ships of other nations. 

“We must begin at once to familiarize 
ourselves with the trades into which we 
are going, and to establish the necessary 
machinery for their successful coopera- 
tion. Ship owners must cooperate with 
exporters, and banking facilities must be 
established for both. Much of the dis- 
cussion of the freight rates has not gone 
to the root of the matter,” he replied to 
my question, “opinions for the most part 
being based largely on a comparison of 
pre-war and present tonnage. Little at- 
tention seems to have been given to a 
comparison of pre-war, present and fu- 
ture cargoes. Freight rates are governed 
by the relationship between the supply of 
tonnage and cargoes to be moved. Here 
are some factors: changing average speed 
of such vessels, relative rapidity of dis- 
patch in ports, delays in repairs, etc. 
Currency inflation with its corresponding 
inflation of commodity prices also enters 
the issue. 

“Tt can hardly be expected that freight 
rates will get back to a pre-war basis, any 
more than anything else will, but it is to 
be hoped for the good of international 
trade, that an equitable relationship be- 
tween the two will be soon re-established. 
Rates today for general cargoes carried 
by line service are lower generally than 
rates for bulk in tramp steamers. One 
thing is certain, there will be a great re- 
duction in bulk cargo rates, for example, 
\merican coal for Europe, and nitrates 
from Chile to Europe, long before there 
is any lowering of general cargo rates. 

“T consider it important that America 
should continue to encourage ship con- 
struction, for many of the world’s trades 
are being hampered by the lack of ade- 
quate shipping. British ship owners ap- 
preciate this and‘are actively laying down 
new tonnage, and in spite of the outlook 
for lower freight rates, are flooding the 
native ship yards with orders.” 

Confirming this, Herbett Casson, 
cabling the other day, stated that the 
British ship builders never were so busy 
and oversold as this year, whereas ship 
owners are nigh distracted with the con- 
tinuance of Government control. So there 
you are. 


“Any country that desires a merchant 
marine must be able to build ships as 
cheaply and as well as any other com- 
petitor,” young Harriman explained. “And 
by far the largest factors in the expense 
of ship operation are interest, depreciation, 
and insurance on first cost. In the United 
States we have both favorable and un- 
favorable conditions. While our labor is 
paid higher than European, we have 
lower material costs. And this will con- 
tinue for a while as regards steel. Fur- 
thermore our ship yards are new, and 
equipped with the most up-to-date ma- 
chinery.” 

It is time, apparently, for some in- 
dustrial Paul Revere to sound an alarm 
as regards local shipping conditions, and 
New York’s commercial prestige seems 
threatened unless quick action is taken to 
improve our port facilities. Up-to-date 
methods are the only remedies, our an- 
tiquated docking facilities causing a di- 
verting of trade to other cities. Much 
of this trade, in the opinion of Irving T. 
Bush, can never be regained. 

Some facts: 

Local harbor strikes have cost local in- 
dustries, since March 12th; according to 
the Merchants’ Association, about $500,- 
000 a day. 

Within the last six years we have lost 
one-fourth of our foreign commerce. 

In 1914, more than two-thirds of our 
foreign trade passed the Statue of Lib- 
erty. Last year New York got but a little 
over 40% and it is likely that the figure 
will be lower for the present year. 

Philadelphia, which we like to patron- 
ize as being “sleepy,” already leads us in 
point of equipment and rail connections, 
and on account of its specialization ix 
harbor improvement, tonnage is being 
taken away from New York. Since 1916, 
the city of Brotherly Love has appropri- 
ated $51,000,000 for this purpose—and it 
was ahead of us then! 

Baltimore, too, is improving and de- 
veloping its port facilities, for a toe- 
hold on foreign trade. Will somebody 
please page General Du Pont for the 
“story ?” 

It costs a ship about $4,000 more to en- 
ter and leave this port than it does either 
of the two ports named above. And the 
one has better rail connections, the other 
is relatively free from harbor strikes. 
A half dozen local shipping companies 
have recently transferred their concerns 
to these ports, and the chief clerk of the 
Custom House stated the other day that 
over one thousand consignments are each 
day being diverted to other ports. 

In view of all these facts, Mr. Harri- 
man naturally agreed, after the question 
was put to him, that Governor Smith had 
shown great far-sightedness in signing 
the $25000,000 appropriation the other 


day for harbor improvement at Staten 


Island. 

The vice-president of the New York 
Shipbuilding Corporation recently as- 
serted, “The future of the New York 
shipbuilding industry is bound to be in- 
fluenced for the next ten years by the 
price at which the Government disposes 
of its fleet. If these boats are sold below 
their present cost of construction, de- 
moralization will follow in the wake of 
this industry at the most critical stage 
of its rebirth.” Almost the same day, 
the vice-president of the American Steam- 
ship Owners’ Association said he hoped 
America would have the wisdom and 
courage displayed by the British in dis- 
posing of their steel tonnage at from $100 
to $150 a ton,—that this would make it 
possible for American shippers to win 
out in international trade competition. 

“The price of new construction has lit- 
tle if any relation to the price at which 
our Shipping Board sells tonnage,” Mr. 
Harriman commented on these divergent 
opinions expressed above. “It’s the same 
old question of supply and demand. If 
our trade demands it, new construction 
will go on apace, irrespective of prices. 
Of course if the United States Board dis- 
poses of these ships at fair price to 
Americans, it certainly will give them the 
advantage over foreigners.” 

Little could auld John Roach have sus- 
pected, when some sixty odd years ago, 
he laid the foundations for his ship yard 
along the banks of the Delaware, that the 
son of America’s railroad king, was even- 
tually to develop his ship yard until it 
would stand among the great yards in 
the world. During the war, under young 
Harriman’s administration, it turned out 
forty 9,000-ton steel freighters for the 
Emergency Fleet Corporation operat- 
ing as the Chester Shipbuilding Corpora- 
tion. During 1919 and up to the present 
writing (I am addressing auld John’s 
shade), 141,399 dead-weight tons of ship- 
ping have slid into the Delaware from 
these ship yards which now run along the 
deepest part of the river bank for over 
seven city blocks. Funny old stage di- 
rector, Fate, to use this lad to “make up” 
the last chapter of the life of an Irish 
immigrant. But so it is. 

For about seven years after the death 
of John Roach’s son, these ship yards 
were deserted, and in 1915, were purchased 
from the estate by a Capt. C. P. Jack, 
thus bringing into being the Chester Ship- 
building Co., Ltd. In May, 1917, C. W. 
Hamilton bought up these yards for 
a group of Wall Street operators, the 
dominating member of which was Wil- 
liam Averill Harriman, or “W. Averill” 


(Continued on page 203) 





Courtesy The Nautical Gazette. 
THE MERCHANT SHIPBUILDING CORPORATION, SITUATED ON THE BANKS OF THE DELAWARE, AT CHESTER, PA. 
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The Way Out 






Effects of the War on American Industry 


Hazardous Position Occupied by Many Manufacturers—Causes and Effects of High Prices— 


By MOIS H. AVRAM, President, M. H. Avram & Company, Inc. 


The author of this article is a lecturer on Industrial Engineering at N. Y. U., the organizer of its campaign for funds 
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IGH costs, lessened production and 
dwindling markets are gradually 
placing our national industries in a 

most hazardous position. 

These are facts, based on sound eco- 
nomic truths, that have been repeated so 
often of late in so many different ways and 
by so many different persons as by now 
to have come to be almost axiomatic of 
practically all our economic ills. Many, 
too, have philosophized and theorized on 
the subject but as yet no one has come 
forth to suggest a panacea or even a 
working basis from which a plan might 
be evolved that would lead to even a sem- 
blance of readjustment. 

Just now the most acute problem faced 
by industry is not so much one of produc- 
tion, of which we continue to hear a great 
deal, but one of markets. The public, at 
least, recovering from a feverish period of 
extravagance during which it could be 
persuaded, threatened or cajoled into buy- 
ing anything at all at any price asked for 
it, is beginning to look around and won- 
der what it has been getting for its money. 
The result has been a realization that the 
best it has been getting was not very good. 
The so-called, “purchasing public” is be- 
ginning to look at conditions with its eyes 
wide open and is seeing things that are 
causing it to raise its eyebrows and smile. 
In other words it has adopted a “show me” 
attitude that is finding its expression in 
refusal to buy anything at any price unless 
it be something ‘of absolute necessity. 


What War Has Taught 


If the war has contributed nothing more 
to the advancement of mankind it has at 
least given the average American a liberal 
education in geography and economics. 
Explanations from the political dema- 
gogues and business wiseacres instead of 
being accepted as whisperings from the 
mouths of the prophets, are now being 
sifted with a fine discrimination that is 
creditable to public intelligence. Instead 
of being sucked in hook, line and sinker, 
these arguments are being taken with a 
grain of salt—indeed, if the use of the 
word is acceptable, the public is beginning 
to look upon the average explanation of 
present high prices as just a bit fishy. As 
a result, industry, both collectively and as 
individual enterprises, is beginning to 
have a most excruciating headache. 

If we seek the reason for the recent 
heavy decline in many lines of merchan- 
dise and commodities, we will find it 
emanated from but one source—the neces- 
sity of merchants and manufacturers to 
move their goods. There was but one 
way to move them and that was to cut 
prices to an extent that would induce the 
public to buy. If any deduction is pos- 
sible from this development, it would 
seem to be that the peak of high prices 
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has passed, and that there must, from 
now on, be a gradual tendency downward. 
However, under present conditions, this is 
impossible. 

The industries of the country are in a 
position where high costs are unavoidable. 
In addition to the high prices they are 
compelled to pay for raw materials, pro- 
duction has fallen off appallingly. There 
is reason to believe that even present out- 
put cannot be maintained in many plants. 
The refusal of the public to buy has 
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rendered this phase of the situation even 
more acute, for a slackening of demand, 
no matter how slight, always has an ad- 
verse effect on production, which leads to 
higher unit costs even in the best of times. 
Hence the failure of the public to buy is 
forcing industry into a corner from which 
it is going to have a most difficult time in 
extricating itself. 

Any arbitrary slashing of prices at this 
time or in the future, moreover, would be 
productive of such tremendous losses to 
manufacturers in almost every line as to 
force them out of business, with conse- 
quent loss to individuals, the public and 
the nation. 


The Cause of Our Troubles 

Many explanations have been advanced 
of our present difficulties, among them 
the war. The true reason can be summed 
up in just one word—extravagance. Ex- 
travagance by the Government, extrava- 
gance by industry and extravagance by 
the public. We have been living in a 
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fool’s paradise and are getting our deserts. 
The insidious disease of reckless spending 
has sucked our strength and sapped our 
industrial stamina. 

We will recover, but our convalescence 
promises to be painful. 

In the years prior to the war, which 
might be termed normal years, and dur- 
ing the period when America was just 
beginning to get its second wind as an in- 
dustrial nation and taking its place 
among the great manufacturing countries 
of the world, industry was successful be- 
cause it was forced to operate on a more 
or less limited capital. Expenditures were 
authorized only when of absolute neces- 
sity and where the results to be obtained 
were of actual tangible value. The 
watchword of business and of industry 
was economy. 

The war changed all this. Business 
men were drawn into the service of the 
Government and as the heads of im- 
portant departments were precipitated into 
a whirlpool of mad extravagance. Mil- 
lions of dollars and even billions were as 
nothing. Certain results were to be ob- 
tained as quickly as possible and cost was 
the last consideration. Industry was 
speeded up. Manufacturing plants through- 
out the country were expanded to care 
for war needs. Those that were not act- 
ually engaged in the production of war 
materials expanded also in the expecta- 
tion that war orders would be forthcom- 
ing. Here too was evidenced reckless 
spending. Costs were not considered be- 
cause any plant that could manufacture 
anything could sell it. Production was 
easy to get and the market was waiting 
The Government bought everything and 
anything. 

Even the ending of the war did not 
mark the close of this époch. The men 
who had been in the service of the Gov- 
ernment returned to their desks in private 
enterprises with brand new ideas and 
changed viewpoints. They had the virus 
of reckless spending in their blood. 
Where before the war they had been cau- 
tious, capable and farseeing executives, 
their service with the Government, during 
which authorization of expenditures of 
millions of dollars for most remote rea- 
sons were of common daily occurrence, 
left them with distorted perspective and 
a defective sense of proportion. Where 
before the war they would have paused 
to enquire the reason for expenditures in- 
volving a few dollars, they initiated and 
authorized expenditures of thousands 
without a moment’s thought. They car- 
ried into private life the same reckless 
extravagance they practised with the 
Government. 

That is one reason for high costs. 


(Continued on page 179) 
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What Thinking Men Are Saying 






Banking System Said to Have Situation Well in Hand—Co-operation Between Government and 


LIBERTY BONDS BEST INVESTMENT 
OPPORTUNITY SINCE CIVIL WAR 


Charles H. Sabin Prescribes Them for the 
“Ultimate Investor” 


“The present level of prices of Liberty 
bonds and Victory Notes is due to a 
number of complex influences, some of 
which are general in their effect upon 
the securities market, while others are 
peculiar to these obligations. The low 
prices, of course, do not reflect an im- 
pairment of the security of the loans of 
the United States government. Back of 
the government is the accumulated and 
potential wealth of the American peo- 
ple; numbering more than 110,000,000. 
The development of many of our re- 
sources has only begun. 

“Beginning July 1, 1920, the govern- 
ment will set in operation a cumulative 
sinking fund, equal in the beginning to 
about $250,000,000 a year, for the retire- 
ment of the debt. When a government's 
finances are on a sound basis, with a 
plan inaugurated for the gradual retire- 
ment of the public debt, and the economic 
resources of the country and the people 
as a whole afford opportunity for con- 
siderable expansion, there can be no ques- 
tion as to the fundamental security of the 
obligations of such a government. 

“For the ultimate investor the pres- 
ent low prices of Liberty bonds afford 
an opportunity to purchase United States 
government bonds such as has not existed 
since the Civil War period.” 





COMMODITY PRICES LIKELY TO RE- 
MAIN HIGH FOR MONTHS 

F. S. Cunningham Believes “Inevitable 
Decline” Is Long Way Off 


F. S. Cunningham, president of the 
wholesale merchandise house of Butler 
Brothers, said recently: 

“Speaking broadly, commodity prices 
will not be lower before the spring of 
1921, even if then. 

“Commodity prices in general are ar- 
tificially high. They must come down. 
The sooner they come down the better 
for every one. But nothing is gained 
by ignoring the plain fact that whole- 
sale prices (and retail prices) depend 
on the cost of production. Until that 
comes down, talk about a lower level 
of prices is vain. 

“The factors which will make for lower 
prices are undoubtedly gaining in momen- 
tum. The factors which make for higher 
prices are losing in momentum. But the 
latter are still in the ascendant, and no 
one can say when the price-lowering fac- 
tors will become dominant. 

“With higher prices for foodstuffs in 
sight for this fall, wages cannot come 
down. There is an absolute shortage of 
the more important raw materials. The 
tie-up in rail and water shipping is de- 
priving many mills of the materials they 
need to keep at work. It is a certainty 
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Industry Is Urged 


that in most lines production still lags 
behind demand. 

“We are in intimate and first-hand 
touch with all markets and it is our best 
judgment that the general level of com- 
modity prices will rise somewhat before 
it starts on the inevitable decline.” 





U. S. GOVERNMENT SHOULD RETIRE 
FROM BUSINESS 


Senator Edge Calls It Government's Busi- 
ness to Co-operate, Not Compete 


Before the convention of the National 
Association of Credit Men, Senator Wal- 
ter E. Edge said in part: 

“The Government must get out of busi- 
ness. When the Government cannot run 
its own affairs it should stop trying to 
run the affairs of others who have more 
experience. The Government should co- 
operate, not compete. The railroad ex- 
ample shows that the Government knows 
little about conducting a business. 





From the Dayton News. 


Better Go Down the Way He Went Up 


“I am glad to be here away from the 
grouch box atmosphere of Washington. 
The people there have been floundering 
about ever since the signing of the ar- 
mistice. They seem unable to meet the 
problems of peace. The credit men to- 
day have a greater opportunity to solve 
at least one problem than the law- 
makers at Washington. The legislators 
cannot solve the problems or control 
business as can the business man. 

“The lessons of the war seem to have 
been forgotten, hence the spirit of un- 
rest. There has been too much talk 
about unrest. Let us forget about it 
and get back to work. We must speed 
up production. Then our unrest prob- 
lem will be settled in a natural way. I 
have no fear fur the future of this 
country. We will win out.” 


BANKS ARE PREPARED FOR ANY 
CONTINGENCY THAT MAY ARISE 


Controller of Currency Williams Calls Our 
Financial Resources Abundant 


“Although our national banks placed 
with their customers and clients a ma- 
jority of say eleven billion of the twenty- 
one and one-half billion Liberty bonds 
and Victory notes floated in the past three 
years, the bonds have already been so 
well distributed to investors that the na- 
tional banks now are only lending on 
about one billion dollars, or 5% of the 
total issued, and own in the aggregate 
only about a billion dollars additional, or 
5% of amount placed. 

“Banking conditions throughout this 
country are fundamentally sound. The 
‘inflation’ about which we hear so much 
relates mainly to the prices of commodi- 
ties, including, unfortunately, the neces- 
sities as well as the luxuries of life; and 
it exists to only lesser extent in legitimate 
commercial loans and discounts; also in 
certain industrial securities. Certainly, 
there can hardly be said to be inflation at 
the present time in most of the standard 
investment bonds and shares. 

“Those responsible for the management 
and direction of the country’s financial 
and banking systems thoroughly under- 
stand the situation and have abundant 
resources to meet safely any contingency 
that may arise. 

“For the first time in half a century 
those who have money to invest have 
now the opportunity of buying the safest 
security on earth, on a basis which will 
yield, during the life of the investment, 
an average income of more than 6% per 
annum. This is three times as much as 
the interest paid on United States Gov- 
ernment 2% bonds, which in times past 
have sold above par.” 





FEDERAL RESERVE SYSTEM CAN 
EXPAND MUCH FURTHER 


Natl. City Bank of Chicago Sees No Evi- 
dence That System Is Strained 


“The Federal Reserve System, which 
was our financial salvation during the 
war, has again proved its efficiency under 
a combination of circumstances which, 
without it, might have produced disaster. 
When the system was adopted its advo- 
cates could not foresee that half of its 
expansion possibilities would be used up 
by financing the U. S. Government 
through its participation in the greatest 
war in history. It is, therefore, not to 
be wondered at that the present situa- 
tion should have become so acute as to , 
cause people ignorant of finance to fear 
another so-called ‘panic.’ What that word 
has come to mean in American financial 
history is really suspension on the part of 
the banks. In this sense we see no dan- 
ger of any such occurrence. The Federal 
Reserve System is still legally capable of 
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immense further expansion, although we 
trust that will mot be necessary. If the 
railroads will begin to function better the 
acute stage of the financial stringency will 
pass, and at the moment we have every 
reason to believe that this is what is 
about to happen. We need conservatism, 
so that every ene will not try to do the 
Jast dollar’s worth of business possible; 

“AND You CANT 


‘ 
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From the Portland Oregonian. 
it Begins to Look as Though Somebody 
Would Have to Go Hungry Before Long 


consideration, so that banks in the coun- 
try districts will not put too severe a 
strain on the centres; and above all, com- 
mon sense’ and courage which will not 
indulge in pessimistic prediction, but will 
induce each one for himself to, as far as 
possible, set his own house in order. If 
this be done there is no cause for alarm.” 





CAREFUL DISCRIMINATION ADVIS. 
ABLE IN RATIONING CREDIT 


National City Bank Doubts We Are On 
Eve of Large Scale Deflation 


“The recent partial breakdown of our 
transportation system, causing in some 
quarters a refusal to renew credits, has 
resulted in realizing sales of merchandise. 
However, there is a tendency to exagger- 
ate their importance in the general busi- 
mess situation. 

“There is no doubt that credit here, as 
in all of the principal countries of the 
world, is inflated. But it would be a 
mistake to assume that we are on the eve 
of immediate deflation on a large scale. 
“Phe great need of the time is an increase 
of production, and in the long run a large 
output of necessary goods will be the 
chief instrument in reducing the relative 
amount of credit used in the conduct of 
‘business. 

“Immediate and drastic steps should be 
taken to cure our transportation evils, but 
when it comes to what is called the ra- 
tioning of credit, it is important that 
every case be considered on its individual 
merits, and that the greatest discrimina- 
tion be exercised in order to facilitate 
the production of necessary goods.” 

AMERICAN OIL INDUSTRY NEEDS 

GOVERNMENT CO-OPERATION 


A. C. Bedford, Chairman of S. O. of New 
Jersey, Describes Situation in 
Foreign Fields 

“Our greater ally in building up this 
country’s position in foreign oil fields 
should be our own government. It should 
be, but it has not been. There is no use 
uttering polite phrases about co-opera- 
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tion and letting it go with that. Ameri- 
can capital is not timid; we are willing to 
take chances with anybody else in any 
part of the world, but we ask support 
from home. It is not right to send men 
and dollars to a foreign field with every 


line of communication to Washington 
cut off. 
“American dollars will go into any 


field where there is, the remotest possi- 
bility of getting oil if the State Depart- 
ment will tell the companies what its pol- 
icy toward them will be after they get 
established. I am speaking for all of the 
American companies when I say that we 
are not getting a square deal in foreign 
lands. It is a humilating fact that Ameri- 
can capital today is forced to operate un- 
der British charters in many foreign 
fields because of the protection it can gain 
thereby. These are unpleasant truths that 
we must face, and I hope that by recog- 
nizing them we can awaken public con- 
science to the folly of preaching the 
adoption of aggressive foreign trade poli- 
cies, and at the same time advocating a 
hands-off attitude on the part of our 
Government.” 





INDUSTRY MUST CREATE SURPLUS 
TO MEET FOREIGN NEEDS 


Eugene Meyer Says Whole World Depends 
Upon Us 


“Borrowers of large sums from banks 
must realize that it is necessary to have 
an appreciable liquidation in the next 
few months to bring about an easement 
of strained finances. Something must 
be done by next fall so as to have money 
enough to move crops for the demands 
for winter. Production and distribution 
must be encouraged as one means of solv- 
ing the immediate problem. 

“Not alone must the United States 
make sure that it produces enough for 
its own market, but it must endeavor to 
create a surplus to meet foreign demands. 
All Europe is looking to the United 
States for products, and if the final rela- 
tions between this country and Europe 
are to be improved America must sell 
commodities in great quantities abroad. 
The whole world will need production 
from the United States for some time to 
come. 

“It has become more apparent than 
ever in the last few months that the 
Government must take a greater interest 
in industry and industry must have a 
greater interest in the Government.” 





AMERICA DETERMINED TO STOP 
INDUSTRIAL QUARRELING 
Governor Allen Says Labor Problem Is for 
Government to Solve 

In an address before the Credit Men, 
Henry J. Allen, Governor of Kansas, 
said: 

“The only thing confronting us today 
is whether or not we are going to vol- 
plane down or come down with a crash. 
We are going to reach a period of con- 
structive caution and im reaching that 
period the credit men will have to bear 
more of the burden than anyone else. 
There is nothing so distinctively Ameri- 
can as the moral poise of American busi- 
ness, the fundamental character upon 
which it has been built. 





“I think that the relation between the 
man who produces or the great concerns 
that produce and the employes upon 
whom they depend is the most serious 
relationship today. The profiteering on 
the part of both capital and labor and 
the fights that have gone on between them 
have piled up the cost of this period 
into such billions as make even the cost 
of the war seem minimized. 

“The whole problem has become one 
which we may now discuss as being a 
problem for the Government in behalf of 
the general population. We have finally 
reached a grim determination that it is 
time for the Government to accept its 
responsibility for the protection of or- 
derly society. The industrial quarrel] is 
the only private quarrel which the Gov- 
ernment still allows to go on. We have 
settled every other private quarrel from 
dueling to fist fighting, but this fight be- 
tween capital and labor. No statesman 
has yet had the courage to attempt any 
settlement. Now, this is going to be 
settled. If it is not settled, then exit 
democracy.” 

MERCHANDISE PRICE-CUTTING MAY 
ENDANGER CAPITAL 
J. I. Straus Deplores Horizontal Reduc- 
tions as Menace to Prosperity 

J. I. Straus, of R. H. Macy & Com- 
pany, speaking at the Economic Club din- 
ner, analyzed the results of the merchan- 
dise price-cutting movement, as follows: 

“The horizontal cuts, if they continue, 
will seriously menace the prosperity of the 
industry concerned. If the reductions are 
legitimately made, they dre not only caus- 
ing a sacrifice of reasonable profits, but are 
cutting into capital; if they are falsely 
made they are misleading the public into 
unwise extravagance. 
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ON THE ciTy 5 
PARK BENCHES 


Copyright by the New York Tribune, Inc. 


A Nice Little Problem in Social Econom- 
ics for Somebody to Work Out as Soon 
as Possible. 

“As manufacturers have all along com- 
plained of the inability to deliver require- 
ments, the rehabilitation of merchandise 
stocks, depleted by forced sales, will create 
an additional demand, and, therefore, will 
tend to cause a rise in prices. In other 
words, the distributors are bulling the 
market against themselves.” 
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Rebuilding Industrial England 


Unpopularity of Excess Profits Taxation—Current Budget—Foreign Trade—Improvement in 


AIN interest in England at the 
M present time is centered around 
the proposed budget for the cur- 
rent year. The estimated revenue for 
1920 is placed at £1,418,300,000 (see ac- 
companying table), and expenditures at 
£1,184,102,000, making a surplus of £234,- 
198,000 to be employed for the reduction 
of the national debt. This amount, how- 
ever, was considered insufficient, for 
which reason it was deemed necessary to 
substantially increase taxation, especially 
on beer, wine, cigars and cigarettes, on 
postal charges, telephones and telegrams, 
stamp duties om stock transfers, on re- 
ceipts and company registrations, as well 
as excess profits taxes. A new tax is 
proposed to be levied from limited com- 
panies, aggregating about £3,000,000. Ac- 
cording to the London Economist, “these 
taxes are by far the fairest and most 
scientific means by which the Chancellor 
can take the money out of our pockets in 
accordance with our ability to pay, and 
we should have preferred to see him 
make much more use of these weapons.” 
In financial and business circles, how- 
ever, the excess profits duty is regarded 
as a veritable “millstone” around the 
business-man’s neck, and no material im- 
provement is looked forward to as long 
as this duty remains. It is looked upon 
as a crushing handicap on efficient pro- 
duction and it is believed this tax should 
either be substantially reduced or aban- 
doned altogether if British trade is to 
make any appreciable recovery. 


Great Britain’s Foreign Trade 


The chart herewith exhibits graphically 
the steady growth of the country’s foreign 
trade. For the period extending from 
1912 to 1919 we note the gradual rise in 
both imports and exports, and also the 
steady reduction between the values of 
both. The past two years, however 
showed a _ pronounced’ discrepancy, 
amounting in 1919 to #£669,207,000. This 
was largely offset by “invisible exports,” 
that is, net revenue from investments and 
shipping incomes, aggregating ,approxi- 
mately £564,463,000, leaving an unfavor- 
able balance of only £104,744,000. Owing 
to the large demand for British goods 
throughout the world, there seems every 
reason to expect that the latter figure will 
be reduced materially. This reduction, 
together with the expected increase on 
“invisible exports” will, before long, place 
the United Kingdom in an extremely fa- 
vorable position, despite the strain and 
stress to: which it was subjected during 
the period of the war. 

Situation in the Shipping Industry 

The British shipping industry is se- 
riously hampered by the prevailing rate of 
freight and passage, which is from 36 to 
296% above the pre-war level, and is not 
expected to recede much in the near 
future. In addition, there is the greatly 
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Shipping Industry 
By MAX WINKLER, Ph.D. 


enhanced cost of new tonnage. The pres- 
ent cost of a steamer is from two to three 
times in excess of the cost prior to the 
wear, and there is insurance, amortization, 
depreciation and interest to be provided 
for on the increased value. Furthermore, 
the price of bunker coal which prior to 








TABLE I.—GREAT BRITAIN’S BUDGET FOR 
1920 (Estimated). 
Revenue— 
Taxes 
Postal, Teleg. & Teleph 
Receipts from non-tax revenue... . 


£1,035,150,000 
53,000,000 
383,150,000 


£1,418,300,000 

Expenditure— 
Fund services* 

Supply servicest 


£376, 198,000 
807,904,000 


£1,184, 102,000 
Excess of revenue over expenditure £234,198,000. 


*Includes National Debt, Road Fund, Land Set- 
tlements, and Local Taxation accounts. 

tIncludes Army and Navy, Civil and Postal 
services. 








the war was $5.60 per ton, has advanced 
to more than $25. The excessive cost of 
this essential product has had a serious 
effect on shipping operations for several 
months past. Many owners even threat- 
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ened to discontinue service altogether 
rather than pay the high prices asked for 
coal. A reduction in the prevailing freight 
rates is therefore not expected to take 
place. On the contrary, a continuation of 








TABLE II.—GREAT BRITAIN’S PROPOSED 
TAXATION INCREASES. 


*Exoludes post cards and printed papers, 








excessive coal prices will tend to bring 
about a substantial rise in export freight 
rates with a corresponding handicap to 
the country’s export trade. 


However, the gradual transition from 
coal to oil in the matter of fuel, and the 
possibility of securing adequate supplies 
of the latter, will no doubt prove of great 
importance. To be sure, the operation of 
large steamers at a high speed by means 
of internal-combustion engines has its 
difficulties, but these are expected to be 
eliminated within a short time. This is 
of particular interest, because the owners 
of vessels will be enabled to raise their 
steam by oil fuel at a cost equal to or 
smaller than coal and with an appreciably 
reduced waste of human tissue. 


Activities of the Development Committee 


The secently organized British Empire 
Development Committee is expected to 
exert a very favorable influence upon the 
country’s economic and industrial condi- 
tions. The committee is considerably 
aided by the association of more than 200 
members of the House of Commons. Its 
main functions will be to support the Sec- 
retary of the Colonies in the execution of 
his policy to further the development of 
the Empire, and to urge “the Parliament, 
the Government and the country” to in- 
crease in quantity and reduce in price 
such commodities as bread, fish and sugar 
wherever it can by means of Empire de- 
velopment. It will also endeavor to in- 
crease cultivation within the Empire of 
such products as sugar, wheat and cotton 
for the purpose of correcting the adverse 
rate of exchange prevailing at present, 
and to assist by State participation im 
raising the standard of living among all 
sections of British citizens, including na-— 
tive races, and widen the basis of British 
national revenue and increase the income 
upon which taxation is collected. 

The committee will also act energetic- 
ally in Parliament in urging the Govern- 
ment to encourage plans for irrigation, 
extension of railroads, roads, river navi- 
gation, ocean transport, air transport, 
harbor accommodation, and the develop- 
ment of new oil fields. Also to foster the 
formation of similar organizations in con- 
nection with legislative bodies in other 
parts of the Empire and to cooperate with 
any such organizations as may be estab- 
lished. 

The favorable influences of the com- 
mittee are already said to be beginning 
to make themselves felt throughout the 
country. 


INDUSTRY’S NEED OF OIL 
The last ten years might be called the 


petroleum decade. The world war de- 
pended upon American oil wells for mo- 
tive power. Gushers and oil booms in- 
creased popular faith in an inexhaustible 
supply of petroleum. Domestic produc- 
tion doubled and consumption more than 
doubled, so that Mexican oil has. become 
an absolutely necessary part of our sup- 
ply. These ten years mark a transition 
from oversupply to overdemand. 
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France’s Financial Problems 








Proposed Taxation to Remedy Inflation—Budget for Current Year—Future Outlook Favorable 


HE most important problem before 
the new French Minister of Finance, 
Frederic Frangois-Marsal, and the 

members of his cabinet, is the budget for 
the current year. The estimated expen- 
diture is more than 5,000,000,000 francs in 
excess of the country’s revenue. Means 








TABLE etm * ee BUDGET FOR 
1920, 








(In Francs) 
Expenditures: 
DT <iek use geghdeiiahed 17,500,000,000 
EN Rar eee 7,508,000, 000 
To be recovered from Germany*. 22,000,000,000 
REED enScbiedénsaseeneteah 47,008,000,000 
Revenues: 
Old taxes .... 11,000,000,000 
New taxes ... 7,000,000, 000 
Stock liquidations .............. 3,000, 000,000 
Sales of National Defense Bonds 21,000,000,000 
TE. naccecnceacciccnccncee 42,000,000,000 
Excess of expenditure over reve- 
GED cedeidcedtuscsscceessuscces 5,008,000,000 


*Under the terms of the Treaty of Versailles. 








will have to be determined upon to make 
up this difference. The new Minister of 
Finance has proposed new taxation, in 
which respect France has thus far been 
considerably more lenient than her con- 
tinental allies. The bill presented to the 
Chamber is expected to pass without 
much unnecessary discussion, since every 
Frenchman realizes the acute financial 
situation of his country and that further 
delay will only involve additional ex- 
penditures in the end. 

However, the proposed taxation (see 
accompanying table) will be sufficient 
only to cover the ordinary requirements 
of the country, that is such as existed 
prior to the war. It remains, therefore, to 
find means of paying the arrears of the 
floating debt aggregating approximately 
9,500,000,000 francs, contracted in connec- 
tion with equipping and demobilizing the 
army, and with furnishing food supplies 
and raw materials essential to the reha- 
bilitation of the French industry. Ac- 
cording to a report of the Budget Com- 
mission, the indemnity to be paid by the 
new Republic of Germany is expected to 
take care of these expenses, as well as 
those required for the pension funds for 
French widows and permanently disabled 
soldiers. 

Until Germany is in a position to meet 
her obligations, however, these sums will 
have to be met by the French Treasury, 
as will also the advances for reconstruc- 
tion work. 

Table I herewith analyzes the French 
budget for the current year. It appears 
that 21,000,000,000 francs are anticipated 
through the sale of National Defense 
Bonds (bons de la Defense National). 
A good deal of reliance is also placed 
upon the United States, encouraged by 
the recent successful offering of French 
Internal Bonds, redeemable at 150, to 
American subscribers. From returns made 
to the French Financial Commission, 
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nearly 85,000,000 of this issue were sold 
here, subscriptions consisting largely of 
small lots. 

The French Government has made 
drastic reductions in its expenseS, largely 
through the suppression of useless ser- 
vices and the retirement of state employees 
where they were not indispensable. As 
a result of these economies an eventual 
favorable trade balance is not unlikely. 
Furthermore, it should be noted that the 
yield from taxation shows a remarkable 
increase over Budget estimates: For the 
month of March, total income from taxes 
amounted to 859,192,400 francs, as com- 
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pared with an estimated yield of 596,- 
114,900, or about 45% more than was ex- 
pected. 

Reviewing these facts one will perhaps 
more readily understand the optimism of 
M. Casenave, French Minister Plenipo- 
tentiary to the United States, who said 
recently: “During the month of March, 
1920, exportations from France to the 
United States, calculated at the normal 
rate of exchange of 5.18 (francs to the 
dollar), amounted to 16,790,000 francs or 
an increase of more than 200% over the 
corresponding period last year; during 
the same period, imports from the United 
States to France showed a decline of 
about 25%. These figures show that 
France is not only increasing her power 
of production, but she is simultaneously 
reducing her expenditures. This state of 
affairs proves conclusively that she is con- 
ducting a sound economic policy at pres- 
ent and should dispose once for all of er- 
roneous statements which have been scat- 
tered broadcast in this connection.” 


Inflation and Its Remedy 


The accompanying chart shows the pro- 
nounced increase in notes from 6,000,000,- 
000 in 1914 to more than 37,000,000,000 at 
the end of 1919. Gold reserves, during 
the same period, increased less than 2%. 
This increase, however, small though it 
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is, is of some significance. It took place 
during the period of the war when the 
richest districts of France were invaded 
and when the population, always cautious, 
was hiding its gold. On the other hand, 
the increase in circulation will not appear 
so high if we bear in mind that during 
the period of the increase the expendi- 
tures of the French Government were un- 
usually large: Liquidation of numerous 
war contracts, extension of aid previously 
rendered by foreign countries, mainte- 
nance of armed forces in the Rhine dis- 
tricts, the Levant and the Far East, the 
continuance of allotments to families. of 
soldiers, demobilization bonuses, and 
many other expenditures helped swell the 
budget. 

The courage of the French people, their 
initiative and aggressiveness, their in- 
nate thrift—I am having in mind the 
average Frenchman and not the limited 
number of extravagant rich—and their 
unshaken confidence in their main finan- 
cial institution, the Bank of France, and 
the notes issued by it, render the inflation 
of paper money considerably less dan- 
gerous than believed by many. An in- 








TABLE II,—PROPOSED FRENCH TAX PRO- 
GRAM 


(In Francs) 
From increased taxes on: 
Real estate transfer, inheritance, 
ete. 





4 
Hard and soft drinks............ 1,285,000,000 
Electricity, benzol, candles...... 80,000,000 
Registration and realty......... 250,000,000 
DE \itebdndtiehtussaeuenons 1,386,000,000 
From new taxes on: 

Business turnovers (1%) ) 
Luxury (10%) forsee 5,000,000,000 

| RE arc cnonnd ~ 8,482,000,000 








stitution which for more than a century 
has proven itself equal to any emergency, 
however serious, is not likely to fail its 
people under prevailing conditions. 

The prevailing situation in France must 
be remedied if the country is to be bene- 
fited. The administration is fully aware 
of this. Chiefly by the proposed taxation, 
spoken of above, it is endeavoring to apply 
the remedy. Should the latter go through, 
not only will the Government expenses 
be covered by budgetary receipts, but 
there will also be left an appreciable sur- 
plus, permitting the retirement of notes. 





WHO THE CRITICS ARE 

As a rule, criticisms of employment 
conditions, if any, are made by outsiders 
—by union labor leaders, or by others 
who are usually uninformed and who 
voluntarily seek to represent labor on the 
alleged ground of service to those who 
are not competent to protect their own 
interests. These outsiders assume they 
are more interested in employees than 
their employers and that they, the out- 
siders, are qualified to lead the employees 
into paths of comparative ease, content- 
ment and profit; both are violent pre- 
sumptions.—Elbert H. Gary. 
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Railroad Bonds versus Stocks 


Two Closely Allied Classes of Securities That Have Worked Out of Line During the Erratic 
Movements of the Past Few Weeks 


LL who frequent the financial district 

have recently heard repeated many 

times and in various forms the state- 
ment: “We’re going to have a big rail 
market this year.” What does this mean? 
Candidly, I don’t think it means anything. 
It is the conception of loose thinkers and 
the repetition of loose talkers. 

With respect to a few of the rail stocks, 
the statement may mean that, following 
he-announcement of higher rates by the 
Commerce Commission, they will sell 
higher preliminary to their permanent dis- 
appearance from. the list. Such stocks at 
such a time will hold a few points profit 
for a quick turn, but some one will ulti- 
mately lose on them. 

For the average investor far removed 
from Wall Street and unable to take in- 
stant advantage of news announcements 
and price fluctuations, a longer view is 
necessary, and this view at present seems 
to me to lead away from the general rail- 
road stock list. 

A great deal has been written about the 
mpairment of railroad credit by the Gov- 
rnment and the instant rehabilitation of 
his credit on the announcement of the 
1ew rates. Those who control credit take 
. wider view than this, as will be manifest 
rom a contrast of two notable roads. 
New York Central made a remarkable 
showing during Federal control. If the 
Railroad Administration had any influence 
n this respect, it was to improve Central’s 
credit, for the property was given an 
opportunity to show what it could do 
under the worst conceivable conditions. 
Pennsylvania, on the other hand, made a 
relatively weak showing. Nevertheless, 
both companies recently paid the same 
rate for money. 

Union Pacific’s credit was not damaged 
by the Government, for the company dem- 
onstrated that, given the traffic, it could 
earn $17 a share on its common stock even 
at the inadequate rates that prevailed in 
1919. Nevertheless, its subsidiary was re- 
quired to pay about 7%% for a loan 
backed by nearly 200% of physical security 
in addition to the guarantees of Union 
Pacific and Southern Pacific. 

This is sufficient to show that the high 
rates are due not to bad railroad credit 
so much as to the demands for all kinds 
of credit, and the remedy for this con- 
dition lies outside the power of the Inter- 
state Commerce Commission. If it were 
only a question of earning power, why 
should the oil companies, which have en- 
joyed unprecedented prosperity in the past 
few years, have to float their notes on an 
8% basis? 

Prospects for Easy Money 

If it is as far down one side of a hill 
as it is up the other, easy money is five 
or six years away, although a gradual 
improvement can probably be expected 
after the strain of next fall is relieved. 
So far as the railroads are concerned, they 
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are likely to furnish more than their pro- 
portion of the demand for some time to 
come. 

In addition to the refunding of matur- 
ing issues, some bearing 344% and most 
of them 4%, the railroads will require a 
great deal of credit for additions and 
betterments. The roads will have claims 
against the Government for under-main- 
tenance, but the settlement will be the 
work of years, if the claims are ever set- 
tled in the aggregate. Meanwhile, the 
properties must be restored. 

It has been estimated that the railroads 
are three years behind on equipment and 
track materials in place. While some price 
recession is expected, it is not reasonable 
to expect that railroad commodities will 
soon be purchasable at pre-war prices. 

The strongest roads are paying 74% 
for money. Where the weak roads will 
obtain credit or at what rates is uncertain, 
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but it is quite certain that any sum dis- 
cussed in Washington thus far is very in- 
adequate to meet the requirements. 

It has been estimated that the roads will 
need for the next three years at least 
$1,000,000,000 a year, or $3,000,000,000 for 
the period. Their present investment is 
about $20,000,000,000. Thus, if they must 
borrow $3,000,000,000, they will have added 
from 12% to 15% to their investment. 

With net operating income limited to 
6% on property account before division of 
excess begins, there is no financial pur- 
pose in adding to property account with 
7%% money. The property, however, is 
dedicated to public use and must perform 
a public service at whatever cost to the 
security holders. This cost will fall first 
on stockholders, and for the purpose of 
computing what the cost will be let us 
take an example. 

A road with an investment of $100,000,- 
000 is capitalized for $40,000,000 stock and 
has $60,000,000 4% bonds. Six per cent 
on the investment ‘would leave $3,600,000, 


or 8%% for the stock after paying $2,400,- 
000 interest. Suppose this road must re- 
fund $20,000,000 bonds and increase its in- 
vestment $20,000,000, both with 7%% 
money. It would then be permitted to 
earn $7,200,000 before division of excess, 
and of this sum $2,600,000, or 614%, would 
be left for the $40,000,000 stock after pay- 
ment of $4,600,000 on its $80,000,000 debt. 


Railroad Bonds Versus Stocks 


A good many railroad bonds have begun 
to reflect existing money rates and the 
prospects for the next two or three years, 
while the stocks of the same companies 
have not, but continue to sell at a level 
partly discounting an increase in rates. 
While this increase will undoubtedly help 
earnings, what sane directorate would in- 
itiate dividends as long as these earnings 
could be employed to evade the necessity 
of paying 74% for money? 

As THE MAGAZINE oF WALL Srreet has 
pointed out on several occasions, legal rail- 
road bonds are selling too high for, and 
out of line with, Government issues, main- 
ly due to the fact that they are in strong 
hands, but the same is not true of many 
of the second grade and speculative rail 
bonds. 

The consensus of opinion expects a dull 
market this summer, with higher money 
rates and lower prices in the fall, followed 
by a gradual return to normal. If this 
opinion is borne out by events, the greatest 
apparent bargain may become a greater 
bargain a few months hence, but it is un- 
deniable that, measured over a long per- 
iod, second grade rail bonds offer excep- 
tional opportunities and, in nearly all 
instances, better chances for profit than 
the stocks in the next year. 

Following this statement of the general 
situation, I will consider a few specific 
securities, some of which offer sufficient 
speculation for the most venturesome. 

The April 3 issue of THe MAGAZINE oF 
WaLt Street contained articles on Balti- 
more & Ohio and Chicago, Milwaukee & 
St. Paul, both of which suggested switches 
from the preferred stocks into various 
bonds. ‘ Those who availed themselves of 
this counsel saved money, because, while 
the bonds have declined in common with 
other issues, they have not declined as 
much as the stocks. This trend may be 
expected to continue as time proceeds. In 
other words, while the bonds may drop, 
the stocks will drop faster. 

St. Paul refunding 4%s are selling at 
53, at which the flat return is nearly 9%, 
and it is difficult to understand the market 
reasoning that prompts an investor to 
overlook this bond while continuing to 
hold the non-dividend preferred selling 
at 49. 

Wheeling & Lake Erie common, one of 
the well-lubricated rails, is selling around 
10 and the preferred around 15. Between 
the preferred and the junior bonds is an 
issue of $11,882,000 prior preferred, ac- 
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cumulating 7% dividends and exercising 
voting control until the accumulations are 
paid. The company’s refunding 4%s are 
selling at 46, or a flat return of nearly 
10%. This should not be construed as a 
recommendation of the bonds, many of 
which have been deposited to secure short 
term loans, but the road is at least paying 
its interest. Before the common reaches 
a dividend basis, it is probable that the 
interest on the refunding 4%s will suffice 
to buy in the whole issue of the stock at 
the market. 


Seaboard Air Line 


Seaboard Air Line adjustment 5s are 
selling around 33 and have sold this year 
as low as 30. At the latter price, the 
bond, if it continued to pay interest, would 
return the principal without use in six 
years. Within this six-year period, the 
preferred stock would have to pay two 
and a half dividends of 5% and the com- 
mon one and a half to repay the invest- 
ment in these issues at the market, and 
the prospects for either are not good. 

Erie has three classes of stock, selling, 
respectively, at 11, 13 and 18. Meantime, 
it has two convertible 4% bonds selling 
around 32. The flat return from these 
bonds is nearly 13%. Moreover, in re- 
organization, these bonds must show an 
appreciation of more than 200%, if any- 
thing is to be left for even the first pre- 
ferred stock, which, otherwise, must be 
wiped out or suffer its equity to be 
assessed out. 

In the May 1 issue of THE MAGAZINE OF 
WALL Street, reference was made to Mis- 
souri Pacific’s sale of Denver & Rio 
Grande stoek and its purchase of the sub- 
Since the 


sidiary’s first and refunding 5s. 
publication of that article, it develops that 
the purchases have amounted to about 
$4,500,000 par value. 

These purchases are being made, not as 


an investment, but to protect traffic 
through the future voting power of the 
preferred stock into which the bonds will 
be converted in the course of a reorgani- 
zation. The bond has fluctuated between 
38 and 49 and is now selling around 42. 
It will probably sell even lower after Mis- 
souri Pacific has completed its purchases. 
Even at the high price the bond was a 
better purchase than the stocks, for it will 
be exchanged for a preferred stock with 
a good dividend prospect, while the only 
prospect for the present stocks is complete 
extinguishment. 

New Orleans, Texas & Mexico income 
5s, paying their interest, are selling at 47%, 
or actually % point under the year’s high 
price for the stock, which has never paid 
anything. The stock is now selling around 
35, which is too high for the unproductive 
stock of a company whose underlying se- 
curity can be purchased on a flat return 
basis exceeding 10%. 

Another company in similar position is 
Texas & Pacific, whose stock at one time 
was actually selling 15 points above its 
second mortgage income bonds, although 
neither issue was paying or had paid in 
years. The first mortgage 5s of this com- 
pany are selling around 76 and the stock 
around 40. An adverse decision in Mis- 
souri Pacific’s suit would wipe out this 
stock and the best that can be hoped for 
in the pending reorganization is a weak 
dilution of the stock’s former equity. If 
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a holder of the stock will switch into the 
first mortgage bonds, it is likely that in 
three years’ time he will be able to switch 
back and get two shares of stock for one 
he now holds. 


Among Stronger Roads 


Even among the stronger roads this 
faulty alignment between bonds and stocks 
will be found. For instance, Chesapeake & 
Ohio convertible 4%4s, maturing in 1930, 
are selling around 66%, to yield about 
9%% computed on an investment basis. 
The 4% stock selling around 51 offers a 
flat return of less than 8%. The excellent 
showing of this property during Federal 
control suggests the likelihood that the 
company at some time will be in a position 
to increase its dividend, but there will be 


plenty of opportunities to switch from 
bonds to stock before conditions are ready 
for such an increase. 

In the period the market is facing there 
is likely to be heavy pressure on securities, 
and, other thimgs being equal, railroad 
bonds are certain to offer greater resist- 
ance to such pressure than railroad stocks. 

There are no doubt railroad stocks on 
which dividends will be increased in the 
future and non-dividend stocks on which 
disbursements will be initiated, but such 
changes must wait on easier money con- 
ditions. As the rates for loans decline, 
it is natural to expect bonds to respond 
before stocks. Those who prefer the stocks 
will probably have an opportunity, fol- 
lowing the response of bonds to easier 
credit conditions, to switch into the stocks. 


Agriculture’s Farthest North 


By WALTER NOBLE BURNS 


OW far north on the North American 

continent can agriculture be prose- 

cuted? In a comparatively few years this 
may become a vital problem. 

All free farm lands of any value have 
been exhausted in the United States. All 
free lands contiguous to railways have 
disappeared in Canada. There is consid- 
erable cheap land left in the United States, 
especially in North Dakota and other 
western states of the northern tier. There 
is much cheap land left in Canada. But 
in a short time, all this cheap land in both 
countries will pass out of the hands of 
land companies and railways into the pos- 
session of farmers, and eventually it will 
become high-priced land. Then the home- 
seeker of moderate means must look to 
the North. The old slogan, “Go west, 
young man,” will be changed to “Go 
north.” There will be no other place 
to go. 

The Peace river district has become 
famous, as much from the fact that it is 
a fertile farming country as from the fact 
that it is a fertile country so far north. 
Wheat has been raised at Fort Vermilion 
600 miles north of Edmonton on a profit- 
able scale for the last fifteen years. But 
beyond these garden spots lies fine agri- 
cultural land in the Mackenzie river basin, 

E. M. Kindle, of the Canadian Geologi- 
cal Survey, spent several months last year 
on the Mackenzie river and brought back 
some interesting data regarding farming 
possibilities at the top of the continent. 
He found a potential farming region a 
thousand miles long north of Great Slave 
lake and of a width of thirty miles on 
either side of the Mackenzie river. Its 
soil is abundantly rich—as rich as that of 
the southern prairies. So far as soil is 
concerned, he believes the limits of agri- 
culture are bounded only by the limits 
of the continent. The real limit is set by 
the cold. 

As a garden country there are few bet- 
ter regions anywhere. Mr. Kindle found 
a turnip weighing twenty-two pounds 
grown in the garden of the Hudson’s Bay 
post at Fort Good Hope a few miles south 
of the Arctic circle. This was the giant 
of a crop of giant turnips. At Fort Reso- 
lution in the same latitude as the extreme 
top of Labrador, he saw potatoes as big 


as cantaloupes and six and a half pounds 
to the hill. In the mission garden at Hay 
River, cabbages grew so large that a 
three-year-old child could hide behind one 
of the heads. Onions, lettuce, rhubarb, 
peas and all the other vegetables familiar 
in gardens of the United States, grew in 
abundance and to great size. Mr. Kindle 
found fine vegetable gardens at every post 
between Athabasca and Fort Good Hope. 
Potatoes have been grown at Fort 
McPherson within seventy miles of the 
Arctic ocean. He ate tomatoes-ripened in 
the garden at Fort Providence north of 
Great Slave lake. 

The northern limit of wheat, according 
to Mr. Kindle, is a little above the 6lst 
parallel. It will not ripen as far north as 
Fort Simpson, but for years it has been 
grown at Fort Providence. Barley ripens 
farther north than wheat. It grows well 
at all points along the Mackenzie as far 
north as Fort Norman and has ripened 
in exceptional seasons almost directly on 
top of the Arctic circle at Fort Good 
Hope. 

The northern limits of wheat may be 
extended materially in the near future by 
a new variety of wheat evolved by Seager 
Wheeler, of Rosthern, Sask. Wheeler is 
“the wheat wizard of Canada.” He is to 
wheat what Luther Burbank is to flowers. 
He has won five international champion- 
ships with his improved and originally 
developed varieties of wheat. On his lit- 
tle 160-acre farm on the Canadian Na- 
tional Railways he has done such magical 
things in the improvement of wheat that 
he is said to have put more money into 
the pockets of Canadian farmers than any 
man that ever lived. His latest variety of 
wheat—Red Bobs—by its early ripening 
quality is expected to push the frontiers 
of the wheat belt one hundred miles 
farther north. Red Bobs by test ripens 
ten days earlier than any variety of wheat 
known. It thus escapes early frosts and 
also that plague of wheat fields, black rust, 
which makes its appearance in northern 
countries late in July or early in August. 
This variety of wheat, if tried in the Mac- 
kenzie river country, it is believed, would 
place the limit of wheat considerably north 
of the Arctic circle. 

(Continued on page 221) 
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U. S. Steel Corporation 





Has Our Industrial Idol Feet of Clay? 


Good and Bad Factors in the Outlook for the Giant Company—Startling Decrease in Efficiency 
of Labor—Strong in Cash Assets—Can Profits Be Maintained? — Normal Value 


ROM time to time the statisticians 
calculate that U. S. Steel common 
has $300 or so of assets “behind it.” 

But they seem to be so deeply buried be- 
hind it that the stock is selling, as this 
is written, a little above $90 per share. 

When $300 sells for $90 “there’s a rea- 
son”; and the reason in this instance is 
that no owner of the stock can realize on 
the estimated value of the assets that 
underlie it. When it comes to parting 
with his good money in return for a neatly 
engraved certificate, he has to figure, not 
on how much money has been invested to 
make that certificate possible, but on what 
return the certificate may be expected to 
bring to him personally every three 
months. 

If you add together Steel’s estimated 
property account and its working capital 
as of Dec. 31, 1919, you get the neat little 
sum of $2,143,649,806; and after you de- 
duct from this the total par value of sub- 
sidiary bonds, U. S. Steel bonds, and pre- 
ferred stock, you still have left $240 per 
share for the common stock. Working 
capital alone was $112 a share last Decem- 
ber. Cash alone was $33 a share. 

But in the meantime the stock is pay- 
ing only $5 a year dividends, or 5.56% on 
a price of 90, and the management is 
maintaining a mouselike stillness in re- 
gard to extras or “melons.” 


Is a Melon Warranted? 


The real measure of the big corpora- 
tion’s growth is productive capacity rather 
than estimated assets. Present capacity 
compares with that when the company was 
organized as follows (in thousands of 
tons) : 


1901 
7,440 
9,425 
7,719 

500 


Present 
18,400 
22,350 
16,200 
13,500 


Pig Om ..: «05+. 
Steel ingots ..... 
Steel products... 
Cement* ........ 


*Thousand barrels. 


Capacity for finished steel products in 
shape for sale is now 208% of that of 
1901, while total capitalization is only 
about 5% greater than in 1901. The com- 
pany has plowed in its earnings to some 
purpose, evidently. A corporation which 
is more than twice as big as in 1901 might 
reasonably increase its capitalization. 
From that point of view a melon would 
be warranted. 

Gross receipts have risen still faster. In 
1901 they were about $400,000,000; in 
1919, $1,448,000,000. But net earnings 
have not kept pace with gross. In 1901 
they were around 21% of gross; in 1909, 
29% ; in 1919, 9.9%—the smallest net ever 
recorded in proportion to business done. 
This is what makes the melon outlook 
questionable. 

Nevertheless, in 1919 10.2% was earned 
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for the stock, or double the present divi- 
dend requirement. This was slightly above 
the pre-war average, as will be seen from 
section 2 of the large graph herewith. 
If it can be maintained it would warrant 
a dividend rate of say 6%; if it can be 
improved upon, it would warrant 7%. 

U. S. Steel’s total investment in 1902 
might reasonably be estimated at $1,000,- 
000,000, and its net earnings were $133,- 
000,000, or 13.3% on that sum.. In 1919 
net earnings were $143,000,000, or about 
6.6% on the present total investment—less 
than one-half of the per cent earned in 
1902. 

It is clear, therefore, that there are two 
sides to the splendid growth of this com- 
pany. 

For a decade the ratio of net earnings, 
both to capital invested and to gross busi- 
ness done, has been tending irregularly 
downward, with the exception of the war 
years 1916 and 1917. But earnings for 
the stock have been well maintained be- 
cause the steady plowing in of annual 
surpluses has more than doubled the pro- 
ductive capacity of the enterprise. 

A clear understanding of this situation 
is necessary to any consideration of the 
future of the company. 

Steel Capacity Now Exceeds Normal 
Demands 

The outlook for the U. S. Steel Cor- 
poration is so closely bound up with that 
of the steel industry as a whole that the 
two must be considered together. A good 


and estimated normal peace requirements, 
Graph A has been constructed from fig- 
ures supplied by the American Iron & 
Steel Institute. It shows actual produc- 
tion, and actual capacity since 1913 when 
those figures were first compiled. The 
normal channel of the increase in pro- 
duction is indicated by the broken lines. 
During the period of war activity, produc- 
tion exceeded the normal peace require- 
ment, but in 1919 it fell back again. 

The line marked “Normal Peace Capac- 
ity Needed” is my estimate, based on the 
assumed normal “channel” of production. 
Capacity always exceeds even a high rate 
of production by a considerable margin. 
A single company may operate for a time 
very close to its theoretical capacity, but 
not so the entire industry throughout the 
country. 

If the above assumptions are correct, 
the present steel capacity of the country 
exceeds normal by about 10%, and it 
would take until about 1922 for demand, 
through natural growth, to catch up with 
capacity. 

But this does not necessarily mean that 
a period of competitive price reduction in 
steel is at hand. The limit of production 
at present is not in the plant, but in the 
labor available. How long this condition 
will continue is uncertain. Moreover, 
there is a considerable left-over demand 
for peace requirements which could not 
be met during the war. This is especially 
true in the building trades and in railroad 
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deal was said during the war about the 
increase in our steel producing capacity 
beyond normal peace requirements. 

To give an approximate idea of the re- 
lation betweetx our present steel capacity 


construction. I doubt, therefore, whether 
a productive capacity of 10% above the 
plane of normal peace growth is going to 
bother us much. 

A point of much interest is U. S. Steel’s 
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proportion of steel production to the tota: 
for the country. When the corporation 

was organized this was figured as about ~U-+S+STEEL: 
65%4%. It declined steadily to 43.6% in 1901 
1919, as shown in section 5 of the large 2000 
graph. Great as was the growth of U. S. 
Steel, the independents were growing still 
faster and were getting an increasing pro- 
portion of the total business. 

It will be noted, however, that since 
1917 the decline in this ratio has been 
slight. Apparently the big company has 
been able to meet the troubled conditions 
of the last three years about as well as 
its competitors. 

Its greater comparative loss of business 
has usually occurred in times of dulness, 
when it has maintained prices above those 
of independent producers. It may be, 
therefore, that the next period of inactiv- 
ity will show a further inroad by com- 
petitors on U. S. Steel’s business, but on 
the face of the returns it now appears to 
be holding its competitors even. 


High Wages and Low Efficiency 


The most sensational figure on the graph 
is that showing “Average Wage per Ton 
of Finished Product,” in section 6. In 
1905 this was $13.88. In 1919 it was preciahion 
$39.95, or nearly three times as much— : Account. 
and it is still higher today. 7 

This tremendous increase in the cost of 
the labor which goes into a ton of steel 
is the combined result of higher wages 
and lower efficiency, as shown by the aver- 
age wage, in section 6, and the tons of 
finished product per man, in section 8. 
Down to 1915, production per man in- 
creased, though not as fast as wages. 
Since then it has fallen sharply. 

In only two years in the history of this 
company has the average annual wage per 
man declined from the preceding year— 
1904 and 1908. Otherwise the trend has 
been steadily upward. How long can this 
company go on paying more wages for less 
work? Clearly there must be a limit, or 
else the stockholders’ profits must shrink, 
just as returns on the total investment 
have already shrunk. 


What Prices Show 


Prices, being subject to a wide variety 
of influences, don’t always tell the story 
of a company’s progress immediately, but 
when compared over a considerable period 
they are pretty sure to reflect the delib- 
erate judgment of investors. It is of in- 
terest, therefore, to see what the war did 
for the price of U. S. Steel Common, as 
compared with the stocks of other steel 
companies, as shown in the table herewith. 
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EFFECT OF WAR ON STEEL STOCKS. 
Mean 

Bethleh 33 336 9 

ehem 6* 
Crucible 157 oe 25 
40 85 
108 
68 
102 
45 


*Rough equivalent of old stock, 


20 


15 


In calculating this table I have taken ~ 10 
the mean price for each year as the 
bottom prices of the 1914 panic or the top 
prices of the highly speculative 1919 mar- 5 
ket might be considered a result of tem- | 
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porary influences. In the case of Bethle- 0 
(Continued on page 219) 
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American Woolen Co. 





Conflicting Factors In American Woolen’s Position 
Do Present Prices Reflect Company’s ProspectsPp—The New Stock Issue—Outlook for Textile 


HAT with a recent stock issue of 
$20,000,000 in the face of an unfa- 
vorable market and the haling into 

court of some of its executives on the 
charge of profiteering, American Woolen 
has been very much in the limelight of 
late. The stock issue was avowedly for the 
purpose of raising additional working 
capital, as Woolen has been carrying 
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heavy inventories and at the same time 
its cash resources have been declining 
because of a fairly liberal dividend policy. 
As we write the subscription to the new 
stock is still going on, and the issue has 
been underwritten by three powerful in- 
vestment houses. 

American Woolen has had an unpre- 
possessing past to live down. From its 
organization in 1899 till 1916, it earned 
little on its common and paid nothing at 
all. It was currently regarded as another 
example of a huge manufacturing com- 
bine that was topheavy and cumbrous, 
like U. S. Steel and Corn Products Refin- 
ing for a long time. With the coming of 
the big war orders, however, American 
Woolen began to show great earning 
power while its dividend. payments, ini- 
tiated in 1916, were small in comparison 
with its large profits, and its period ot 
prosperity is by no means ended. 

The company is believed to produce 
easily 75% of all the woolens and wor- 
steds manufactured in the United States. 
It has fifty mills, all free from leases, 
bonds or mortgages, and its plants cover 
700 acres of land. Its mills are said to 
contain 10,000 looms and 750,000 spindles 
to make the yarn, but it carries its prop- 
erty account at somewhat less than $40,- 
000,000, which seems low in view of the 
present costs of machinery and land. 

At the same time, it must be confessed 
that a thorough-going analysis of the 
financial position of American Woolen 
does not leave the analyst much wiser 
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than before. Certain things are evident— 
that the company has made large earnings 
from 1916 up to and including the present, 
and that little of these earnings, com- 
paratively speaking, has been disbursed to 
shareholders. Great funds and reserves 
have been created, and the surplus has 
grown to imposing dimensions, to some 
extent, however, through the aid of a sort 
of “ledger-demain.” 

At the end of 1918, for instance, the 
depreciation reserve stood at $14,500,000, 
and was specified as a reserve against 
possible diminution of inventory values, 
then standing at $37,521,106. At the end 
of 1919 we find that this entire sum has 
been transferred to surplus, while the 
“reserve for depreciation of inventories,” 
when the latter were carried at $52,990,- 
146, was cut in half. In view of the pres- 
ent uncertain state of the woolen market 
and the increasing inventories carried, 
there seems to be an element of danger 
in the cutting of the inventory deprecia- 
tion reserve. 

Similarly, at the end of 1918, the sum 
of $4,539,000 was “restored to surplus 
from reserves,” made up of the deprecia- 
tion and the tax reserves. Accordingly, 
the “surplus” carried at $31,754,427 in the 
1919 balance-sheet, does not seem to pos- 
sess much tangible significance, especially 
as property account does not appear to 
have varied much during 1917-1919. 

What does appear clearly is that cash 
declined over $3,000,000 from 1918 to 
1919, while the two items of “Liberty 
Bonds” and “United States Treasury 
Certificates,” together amounting to 
$14,796,400, have disappeared from the 
1919 balance-sheet. Of the bonds $1,500,- 
000 were distributed to common stock- 
holders in dividends, but the rest, with 
the certificates of indebtedness, must 
have gone into inventories and business 
expansion. 

This seems to be corroborated by the 
increase of inventories by about $15,400,- 
000 referred to above, and by an in- 


crease of accounts receivable of over 
$11,200,000. A disconcerting feature of 
the balance-sheet, however, is the great 
increase of bank loans from $3,350,700 in 
1918 to $20,906,048 at the end of 1919, 
obviously needed to carry the larger ac- 
counts and stocks. The new stock issue 
is therefore for the purpose of funding 
this floating debt. 


Company Subsidiaries 


In addition to its fifty mills mentioned, 
the company operates and_ controls 
through stock ownership the Ayer Mills 
and the National and Providence Wor- 
sted Mills. In 1917 the company organ- 
ized the American Woolen Products 
Company to take care of its export busi- 
ness, which has been growing at a rapid 
rate. 

Most of the company’s business, how- 
ever, is handled directly, as the assets 
are held by the American Woolen Com 
pany of Massachusetts in its own name 
The present company in 1916 succeeded 
a company of the same name organized 
under the laws of New Jersey in 1899 
which had acquired the property of a 
number of companies engaged in the 
manufacture of woolen goods. 


Taking the viewpoint of the industry 
in which the company is engaged, at the 
present time the outlook is highly uncer- 
tain, though a tendency to lower prices, 
extending from the retailer through the 
wholesaler and back to the manufacturer, 
is observable. The recent London 
auctions have definitely indicated the 
downward trend, and in this country 
little business is being done in anticipa- 
tion of a decided drop. Should these ex- 
pectations be correct, American Woolen’s 
position would scarcely be of the most 
fortunate, as it would have to sell its huge 
inventories at a loss. This might after 
all be preferable, however, to the present 
situation where little real buying is taking 
place and earnings are accordingly re- 
stricted, 
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AMERICAN WOOLEN CO’S PLANT AT LAWRENCE, MASS. 
With fifty odd mills under its control, with a total of some 10,000 looms, this dom- 
inating textile is credited with producing 75% of all woolens and worsteds pro- 
duced in the United States 





The Profiteering Charge 


A good deal of sensational comment 
followed the handing down of an indict- 
ment on May 26 by the Federal Grand 
Jury charging the American Woolen Co. 
of Mass., the American Woolen Co. of 
New York, which is the selling organiza- 
tion, and William M. Wood in person, 
the president of both companies with 
general profiteering. Special Assistant 
Attorney-General H. C. Smythe adduced 
figures which tend to show greatly in- 
creased margins of profit in 1920 over 
those prevailing in 1919. Presumably his 
figures do not take into account the de- 
pression in textiles prevailing for the 
last few months and not yet dispelled by 
any means. 

To date no official rebuttal has come 
from the company or its officials except 
for a general denial of the charge by Mr. 
Wood. The tendency in well-informed 
circles, however, is not to take the epi- 
sode with any great degree of serious- 
ness. 

The cancellations which have been 
much talked of in the woolen industry 
have affected American Woolen to some 
extent, but it is not believed that they 
have hurt the business so much as a gen- 
eral tendency recently to keep out of the 
market while waiting for developments. 
It is apparent, however, that retailers 
who have been moving their accumulated 
stocks rapidly of late through cut-price 
sales will soon have to come into the 
market to restock, and accordingly an 
improvement in volume of business done 
is expected. 

Asset Values, Old and New 


As the company stood at the end of 
1919, the asset values per share, includ- 
ing the various reserves and the surplus, 
amounted to about $320. Some $265 per 
share, however, were carried in the form 
of inventory, from which the prospects 
are a deduction of greater or less size 
will have to be made. The surplus ac- 
ccunt may also be called into question to 
some extent, being a purely bookkeeping 
device and difficult to state in tangible 
terms. 

Ii the new issue now being subscribed 
for goes through according to schedule, 
net working capital will be increased by 
$20,000,000 as the stock is offered at par 
of $100. On the other hand, the amount 
of stock participating in the assets will be 
doubled, the net result being to reduce 
the net working capital from $355 a 
share to $227, of which over $132 a share 
will be in the form of inventories on the 
basis of the 1919 figures. The net total 
assets per share, figuring in the new 
stock and assuming that it will add $20,- 
000,000 to assets or subtract that amount 
from liabilities, will therefore be abour 
$210 a share. 

Earnings Record 


As the attached figures show, Amer:- 
can Woolen’s earnings in past years were 
nothing to boast of, and after all the 
earning power rather than asset value is 
the deciding consideration. It is highly 
questionable how much of the business 
which the company acquired during the 
last few years it will be able to maintain 
over a long period of time, and to what 
extent it will be able to sustain present 
margins of profit. As the company’s 
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greater earnings do not appear to have 
come for the most part from greater 
volume of business, but out of greater 
margins on its turnover, the probabilities 
are that over a long period its earnings 
will tend to decline from their present 
levels. 

Whether this decline will carry earn- 
ings down as low as they were in the 
vears before 1916, is difficult to determine. 
There is little doubt that assets have been 
built up during the company’s recent ac- 
cess of prosperity, but at the same time 
its capitalization has been increased per- 
manently, which means that after all the 
readjustment in industry and prices is 
over, American Woolen will have to earn 





Stock outstanding, Preferred 7% cumulative $40,- 
000,000; Common $20,000,000; no funded debt 
Current common dividend rate $7 per year, payable 
Quarterly January 15, etc. Earnings of $44.90 per 
share on the common stock in 1919 contrast with 
$21.36 reported for the previous year after what 
seem to be excessive charges to depreciation. Dur- 
ing the year $3,733,611 were appropriated for depre- 
ciatron and reserve for insurance and pension fund 
aggregated $1,000,000 more. The sum of $7,250,000 
was reserved for a possible duminution in ir.ventory 
valve. During the year forcign deliveries were in- 
creased approsmmately 308”, the gota! delivenes 
amounting to about $4,500.000 art orders refused of 
$13,000,000. President Wood S report to stock- 
holders sand 

“The needs of the company for the coming season 
have been anticipated by securing advance supplies 
9 | The close of the year leaves your company with un- 
filled orders of sufficient volume to keep the machinery 














fully employed well into the year of 1920 and with 
900d prospects of full production for the year.” J 
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AMERICAN WOOLEN CO. 

twice as much on the common as it did 
in past years to make even relatively as 
good a showing, and easily four to eight 
times as much as its pre-war average to 
make a fairly respectable showing. 

Taking a shorter view of the situation, 
American Woolen is undoubtedly mak- 
ing good earnings at the present time. 
Unauthenticated reports from Washing- 
ton have it that the Department of Jus- 
tice is aroused over the fact that in the 
first quarter of 1920 the company made 
profits of $19,000,000 or 95% of the com- 
mon stock. While this may well be an 
overstatement, it is not improbable that 
very good earnings were shown for the 
first quarter, though in view of market 
conditions a slump in the second quarter’s 
record seems likely. 


Financial Structure 
American Woolen has no bonded debt, 


but has two classes of stock. Of the pre- 
ferred stock, which pays 7%, is cumula- 


tive and preferred as to assets as well 
as dividends, there are outstanding $40,- 
000,000, the former authorization being 
the same amount, but recently raised by 
action of the stockholders to $60,000,000. 
None of the newly authorized preferred 
stock has been offered for sale, however. 
The stock appears to be well protected by 
assets, and earnings even before the war 
were sufficient to cover dividends in all 
but two of the last eleven years, at which 
times dividends were paid out of surplus. 
It is a good second-class investment, and 
at current prices around 97 yields some 
7.22%, a rate which is fair but not par- 
ticularly attractive, considering that there 
are good bonds selling to yield about as 
much, 

The common stock, after the comple- 
tion of the present financing, will be out- 
standing to the extent of $40,000,000, in 
shares of $100 par value like the pre- 
ferred. It is extremely active on the 
New York Stock Exchange, and its price 
is usually governed largely by specula- 
tive considerations rather than intrinsic 
merits. As the accompanying price chart 
shows, it attained its highest prices in 
1919 after the main swing of the great 
bull markets, and during the last few 
weeks has suffered an equally sharp de- 
cline. At late prices of about 97 it is 
selling at the same price as the preferred, 
and like it, is on a 7% basis at the pres- 
ent time. 

A switch from the common into the 
preferred at no sacrifice of price would 
seem to be desirable at the present time, 
as there is little likelihood-of an in- 
creased dividend on the common until 
money becomes easier over a long period 
of time, since American Woolen has been 
too pinched for money of late to increase 
disbursements rashly. 

On the other hand, as soon as money 
does become more or less permanently 
easier, the preferred stock will advance 
in price as the whole level of investment 
yields returns to normal. Figuring that 
it should sell at close to a 6% basis in 
normal times, we get a “normal” price 
for this stock of about 117, which would 
give a 20 point profit on the stock at 
present prices. In my belief the common 
has less chance for a 20 point upward 
swing from the present outlook on the 
market and is consequently less desirable. 
—vol. 25, p. 762. 





FRANCE REBUILDING 


In connection with the export outlook 
it is well to examine what France has 
done since the armistice was signed. 
This country has rebuilt all her railroads; 
re-equipped her waterways with modern 
electrical improvements; of 3,201 plants 
in the devastated area destroyed, 2,247 
were running at practically capacity on 
March 1; textile mills are producing 
769% of pre-war capacity; pre-war 
water power has been developed from 
700,000 horse-power to nearly 10,000,000, 
with a saving of 2,000,000 tons of coal 
annually, and present plans call for fur- 
ther extension to 20,000,000 horse-power 
with an estimated saving of 8,000,000 tons 
of coal annually. French agricultural 
experts believe the French wheat harvest 
will come close to meeting the nation’s 
full requirements for the following year. 
—The Wall Street Journal. 
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Railroad Bonds Supported by Earnings 


New York Central Made the Best Record of Any System in Trunk-Line Territory During 


S the underlying bonds of New York 
Central, Lake Shore and other 
Central subsidiaries, in common 

with all similar railroad issues, are sell- 
ing too high in comparison with United 
States Government bonds, it is the pur- 
pose here to discuss a few of the junior 








TABLE I.—OPERATING INCOME COMPARED 
Ww 


R AL. 
Road 1918 1919 Rental 
N ¥ Cen R R... $46,035,695 $48,201,701 $51,739,500 
Cin Northern... 257,750 493,591 3 
COC & St'L.. 14,751,812 12,981,513 
Kanawha & Mich 1,658,827 171,233 
292 489,034 


L E & Western. 397, ’ 
18,692,236 16,969,157 


Mich Central .. 
Pitts & L Erie. 9,880,183 3,501,821 
826,951 all7 


Tol & Ohio Cent. ,097 
N Y¥ Cent Lines.$87,500,246 $82,162,885 $82,958,405 
d—Deficit. 


1,086,651 











and higher yield issues. This is the sort 
of bond that needs consideration, because 
securities of this kind, unlike many first 
mortgage railroad bonds, should not be 
bought “with the eyes shut.” 

The inconsiderate use of the word 
“guaranty” in connection with the Trans- 
portation Act of 1920 has led a great 
many hasty readers to assume that under 
the new railroad rates, all railroad bonds 
will be pretty much alike. In order that 
investors may be placed on their guard, it 
cannot be repeated too often that the 
Transportation Act guarantees nothing 
except to recapture half the net operat- 
ing income in excess of 6% on the indi- 
vidual carrier’s investment or property 
account. 

The act directs the Interstate Commerce 
Commission to fix rates which will yield, 
either for the roads as a whole or by 
regions, 514%, with an additional discre- 
tionary %4%, on the aggregate property 
accounts. The responsibility of earning 
5%% or 6% on its property account will 
then rest on the individual carrier, and 
even the roads as a whole have no re- 
course if they earn less than 5%% on 
their aggregate property accounts. 

Railway systems have been known to 
travel a long way up or down hill in two 
or three years, and this is a good reason 
for not ignoring operating results during 
the period of Federal control. While they 
may prove nothing they are at least in- 
dicative. The roads as a whole, as is 
well known, earned very much less than 
in former years; a few earned as much 
or more. When all the difficulties of the 
situation are taken into consideration, 
together with the gross inadequacy of the 
rates, it is reasonable to expect that any 
property which earned its rental has 
little to fear under an increase of 25% to 
30% in freight rates and the increased 
efficiency of labor that will be restored 
ur.der corporation operation. 

Comparative Operating Results 

The New York Central Lines, includ- 
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ing, besides the parent company, eight 
principal subsidiaries, lie in the Central 
District and the Ohio-Indiana District of 
the Eastern Region, the other district of 
this region being the New England. This 
system competes with most of the other 
lines in the Eastern Region, as well as 
with the principal systems of the Alle- 
gheny Region. 

The relationship’ of operating income to 
rental for all the Central Lines is shown 
in Table I. Ratio of rental earned by 
New York Central Lines as a whole and 
by all the roads in various districts and 
regions is shown in Table II. As for the 
Central District, Ohio-Indiana District 
and Eastern Region, income of New 
York Central Lines goes to swell the 
total, and elimination of the latter would 
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make an even more striking contrast. 
New York Central has no properties in 
the Allegheny Region, and the difference 
in operating returns here is more manifest. 

With the exception of Pere Marquette, 
Nickel Plate and St. Louis-San Francisco, 
only the roads of the Central-Western Re- 
gion made a showing during Federal con- 
trol comparable with that of New York 
Central Lines. This region includes 
Atchison, Burlington, Southern Pacific, 
Union Pacific and Western Pacific. Of all 
regions, this showed the best results, the 
roads embraced within this territory earn- 
ing 95.0% of rental in 1918 and 88.6% in 
1919. 

These operating results are only indica- 
tive of the future, but actual income in 
the past four years has shown a wide 
margin over dividends. Considering the 
period ended December 31, 1919, in the 
two first years income was derived from 
operations and the last two from rental. 
Total earnings applicable to the stock 


were about $45 a share, compared with 
$20 in dividends, leaving $25 to go back 
into the property. This is for New York 
Central proper. Some of the subsidiaries, 
especially Michigan Central and Big Four, 
have returned, relatively, much larger 
earnings to their respective properties. 

The great stability of the territory 
served by New York Central Lines, the 
wide margin between earnings and divi- 
dends in the past few years and prospects 
for future income based on recent operat- 
ing results are factors that should not be 
overlooked in selecting a railroad bond in 
these times. 


Three Desirable Bonds 

Three of New York Central’s most 
active and high yield bonds are the re- 
funding and improvement 4%s, the con- 
vertible debenture 6s and the gold 4s of 
1934. 

The authorized issue of bonds under the 
mortgage securing the refunding and im- 
provement 4%s is limited so that the 
amount thereof at any ohe time outstand- 
ing, together with all outstanding prior 
debt of the railroad company after de- 
ducting therefrom the amount of all 
bonds reserved under the provisions of 
the mortgage to retire prior debt, shall 
never exceed three times the capital stock 
from time to time outstanding. This 
authorization for the issue of bonds now 
amounts to $748,792,075, less the $60,000,- 
000 of bonds already issued as hereinafter 
stated; but when $500,000,000 shall have 
been issued, those issued thereafter (other 
than for refunding) shall be for not more 
than 80% of the cost of work done or 
property acquired. Sixty million dollars 
of the bonds, bearing 444%, have been 
issued ($58,978,000 on account of improve- 
ments, and $1,022,000 for refunding), of 
which $40,000,000 have been sold and $20,- 
000,000 are pledged as collateral security 
for $15,000,000 of notes due September 15. 
On future issues of the bonds the interest 
rate may be determined by the company. 

The 4%s of 2013 are secured by a direct 
mortgage on 3,703 miles of track and by 
982 miles of leasehold interests. The 
bonds are outstanding at the rate of $16,203 
a mile, while prior liens represent a mile- 
age debt of $142,830, or a total including 
this issue of $147,577. 








TABLE I1.—RATIO OF RENTAL EARNED 
FROM OPERATIONS. 
1919 


1918 
Central District 72.6% 
Ohio-Indiana Dis 72.9 
Eastern Region ... iat . 63 
Allegheny Region .. J 19, 
N Y Cent Lines caine ' 99 








At 69% the flat return on the refund- 
ing and improvement 4%s is about 614%, 
assured for 93 years unless the bonds are 
called at 110. 

(Continued on page 198.) 
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Prospects of Two Leading Tire Companies 


Managements Do Not Seem to Fear Depression in Motor Industry ——- How They Compare 


HEN opinion began to crystallize 
on the subject of a slowing up in 
general business it was quite nat- 
ural that the motor industry should have 
been one of the first to come under scru- 
tiny. Few, if any lines of business have 
been working under greater pressure dur- 
ing the past year or have been so taxed 
to meet demands. While it was freely 
conceded that the first half of 1920 would 
witness a continuance of capacity output, 
doubt was expressed as to the outlook for 
the second half of the year. 
Linked with the discussion over the 


By JOHN MORROW 


California was organized with $6,000,000 
preferred stock, which was sold to the 
public and with $3,000,000 common stock, 
all of which the parent company owns. 
The California company is finishing a 
plant at Los Angeles with a capacity of 
7500 tires a day, where it will manufac- 
ture automobile tires, acronautic supplies 
and rubber goods. To this company the 
Akron, or home company, will turn over 
the established business in the far west- 
ern states. In the past five or six years 
the business in the territory which the 
California company will serve has in- 








TABLE 1—EARNINGS RECORD, 


Sales. 
oalittaias 


Per Share 
Net Income, on Common Stocks. 
ioe Paitsie aw 





*Goodrich. 
$41,764,009 
55,416,867 
70,990,782 
87,155,072 
123,470,188 


169,914,983 141,343,419 


- = a Son peerage 
Goodrich. Goodyear, Goodrich. 
427 04 . 62 


58.13 
59.36 
$67.55 


$64.55 
798.64 


$5,440, 
12,265,680 
9,568,765 
10,544,678 
17,189,066 


23,277,245 17,304,813 


‘ *Goodyear fiscal year ends October 31; Goodrich, December 31, 


+Before Federal taxes. 








prospects of the automobile business was 
the talk of the effect upon affiliated indus- 
tries, such as tire manufacture. This in- 
dustry has grown no Tess rapidly than 
that of the manufacture of motor cars and, 
the tire companies are still doing capacity 
business, if current estimates of output 
are a reliable guide. So fast has been 
the growth in their business and so great 
has been the demand for tires that the 
big companies have outgrown their fa- 
cilities, and two of the largest Goodrich 
and Goodyear laid plans last year for a 
substantial expansion of manufacturing 
facilities. These plans are going through 
to completion and the two companies are 
placing themselves in a position to in- 
crease materially their output. The action 
of the managements of these two cor- 
porations may or may not carry signifi- 
cance, but at least on the surface, it does 
not indicate any great fear of business de- 
pression. It has been argued with ap- 
parent reasonableness that even should 
the output and demand for new motor 
vehicles slow up there still would be plenty 
of business for the tire companies for an 
indefinite period. With over 7,000,000 
motor vehicles registered in the United 


States this argument seems to be laid on , 


good foundations. 


Expansion Plans 


In planning to increase their facilities 
Goodrich and Goodyear presented differ- 
ent methods of meeting needs. Goodrich 
has concentrated all of its manufacturing 
activities at the Akron plants and has not 
diverted from that policy; but Goodyear, 
while keeping the backbone of its pro- 
duction organization in the rubber city 
of Ohio, has seen fit to establish factories 
elsewhere. For instance, in 1919, the 
Goodyear Tire & Rubber Company of 
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creased fivefold. In connection with this 
California company was the formation of 
the Goodyear Textile Mills Company 
owned by the parent Goodyear company 
which will have a mill devoted to the 
manufacture of cotton cloth; the output to 
be sold to the parent company at a 10 
per cent. profit. Another development to 
indicate the manner in which Goodyear is 
developing business is the announcement 
some few months ago that a factory for 
the maufacturing of tires would be built 
at Rio de Janeiro, Brazil. This unit is 
intended to supply the South American 
trade, but is not expected to be ready 
for operation until 1921. 


The plans of the Goodrich Company 
are, perhaps, not so comprehensive as 
those of Goodyear, but Goodrich is spend- 
ing at least $10,000,000 on the extension 
of plant capacity at Akron, and these ad- 
ditions are expected to enable the com- 
pany to do an annual gross business of 
over $200,000,000. 

The specific inténtion of this article is 
not to compare the relative and respec- 
tive merits of the Goodyear and Good- 
rich companies, but present a clearer pic- 
ture of their present status by bringing 
out some of the important relative de- 
tails of their positions, Generally speak- 
ing they are bound to be influenced by- 
the same factors, but it is, of course, pos- 
sible that one might suffer more than the 
other in a business depression, which some 
observers think may accompany the grad- 
ual deflation process apparently under 
way. 

Goodyear’s Progress 


While from the standpoint of ultimate 
development, the expansion plans of Good- 
year are of primary importance; from the 
standpoint of stockholders, the declara- 


tion of the very large stock dividend at 
the end of May is of most immediate in- 
terest. There are very few industrial 
corporations in the United States which 
can present such a remarkable record of 
earnings as Goodyear. In the nine fiscal 
years ended October 31, 1919, the company 
averaged annual earnings of $58.34 a share 
on the common stock. These averages 
are reckoned before allowing for Federal 
taxes, as the company in its reports does 
not state the sums reserved against pay- 
ment of taxes. The year ended October 
31, 1919, was by far the best experienced. 
In that period earnings were equal to 
$98.64 on the $20,731,000 common out- 
standing; and even should Federal taxes 
bring the net amount earned down to $70 
a share, the returns would be no less re- 
markable. 

With the cash dividend rate of only 
12% on the common stock and an estab- 
lished earning power of such size, it con- 
sequently follows that most generous 
amounts annually have been laid in sur- 
plus. ‘Before taxes, the surplus, after 
dividends for the four fiscal years ended 
October 31, 1919, was equal to 200% on 
the common stock. The table will show 
in detail the development of earning 
power. 

It was quite in line with expectations 
for Goodyear to take the action it did in 
declaring a stock dividend of 150% on the 
common. In addition, the company is 
taking care of its financial requirements 
by the sale of $20,000,000 additional pre- 
ferred stock and $10,000,000 common. 

Goodyear’s great earning power has 
made it relatively easy to raise money 
through the sale of additional stock. 
Funds have usually been secured by the 
offering of preferred stock while the com- 
mon has been increased principally through 
the declaration of stock dividends. In 1919 








TABLE 2—WORKING CAPITAL. 
Goodyear. 
Current Current 
Assets, Liabilities. 
+..++ $14,838,387 $1,944,600 
31,309,084 9,167,973 
51,587,575 21,126,529 
54,464,851 8,314, 
76,812,921 22,016,929 








the company simplified its stock structure 
by calling in the 7% preferred and the 8% 
second preferred issues which were out- 
standing, and replacing them with one is- 
sue of 7% cumulative preferred stock, of 
which there is $45,000,000 outstanding. 
Last summer and fall were the periods 
of greatest earnings for Goodyear, and 
in the month of October, 1919, sales were 
in excess of $21,000,000. Although the 
first three. months of the current fiscal 
year showed a gain of over 50 per cent. 
in business, comparison is made with the 
period prior to the season when the great 
rush of business developed. It would 
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be assuming too much to believe Good- 
year can maintain such a rate throughout 
the rest of the fiscal year, which ends 
October 31 next, but it seems reason- 
ably safe to expect a total of earnings 
for the twelve months of big proportions. 


- Goodrich Earning Power 


Goodrich has had no such earnings 
record as Goodyear, nor can the company 
point to as satisfactory a dividend record. 
Average earnings on the common stock 
for the eight years ended December 31, 
1919,—a period which covers all the his- 
tory of the company in its present form, 
were $13.12 a share, and this is figured 
before deducting allowances for Federal 
taxes. The company has been able.to in- 
crease the dividend rate on the common 
from $4 to $6 a share, and whether that 
figure is the limit that may be reasonably 
expected, remains to be seen. 

The end of 1919 saw Goodrich in rather 
an unsatisfactory financial position in so 
far as liquid condition was concerned. 
Bills payable had reached $24,000,000 and 
inventories were unusually large. The 
company had, during 1919, retired $15,- 
000,000 6% notes at maturity, but appar- 
ently this obligation was liquidated at the 
expense of short term bank loans—a con- 
dition which wise policy made it neces- 
sary to rectify, and in the spring of 1920 
$30,000,000 7% convertible notes were 
sold. The purpose of this sale was to 
strengthen working capital and to reduce 
current liabilities. These notes were 
offered for public subscription to yield 
about 7.40%, which suggests that the 
money cost Goodrich over 8%. The im- 
mediate effect of the note sale was to de- 
press the prices of both the 7% preferred 
stock and the common stock, although 
general market conditions were likewise 
responsible for the decline. 

These notes are convertible after April 
22 into common stock at $80 a share 
which means that each $1000 note will 
have the privilege of being exchanged for 
12% shares of common stock. At the 
same time, another interesting readjust- 
ment in capitalization was made. The par 
value of the common stock of the com- 
pany had been $100; the 600,000 shares 
being carried on the balance sheet at the 
nominal valuation of $60,000,000. These 
hundred dollar shares have been ex- 
changed share for share for stock of no 
par value, and as a result common stock 
outstanding consists of 600,000 shares of 
no par value. This change suggests a 
possible readjustment of the good-will ac- 
count of the company. Since incorpora- 
tion in 1912 Goodrich has carried good- 
will on its balance sheet at $57,798,000. 
With the par value of the common stock 
at $100, it is, of course, necessary to carry 
it on the balance sheet at $60,000,000, but 
now that the stock has no par value this 
will not be necessary, and good-will 
might be written down, and as an off- 
setting balance the value of the common 
stock, as carried on the balance sheet, 
might also be reduced and thus present 
a truer picture of the company’s financial 
position. One criticism made against 
Goodrich has been its rather liberal cap- 
italization. It is true that earnings have 
grown up to this capitalization, but at the 
same time it might be more conservative 
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if good-will were written down  sub- 
stantially. It might be incidentally men- 
tioned that Goodyear has no good-will 
account in its balance sheet. Both com- 
panies carry patents and trade marks at 
$1. 

If Goodyear should show sales of over 
$200,000,000 in the current fiscal year, so 
may Goodrich. It has been reported that 
the sales of the company in March were 
at the rate of over $200,000,000 a year, 
and that about 30,000 tires a day were be- 
ing turned out. The demand for solid 
tires has been one of the features of re- 
cent business. 

In the 1919 year Goodrich earned $25.10 
a share on the common stock before al- 
lowance for Federal taxes; the amount 
of which the company did not state, nor 
can any estimate be made. This year inter- 
est on the $30,000,000 7% notes will add 
apparently to charges before the dividend 
balance, but the net addition will actually 
be small as the company’s income ac- 
count for 1919 showed a deduction of 
$1,199,862 for interest on bills payable, 
etc. This financing, irrespective of how 
much it adds to charges before the sur- 
plus for dividends, may be figured, has 
undoubtedly placed the company in a 
much cleaner position. 

There are too many uncertainties to al- 
low of any predictions as to whether the 
increase over last year’s business shown 
through the spring months will continue 
throughout the year, but judging from 
what is known, earnings in 1920 should 
at least be what is termed very satis- 
factory. 


The Two Companies 


Here, then, are two companies which 
have had their business increased almost 
at too fast a rate. Both have had re- 
course to the money market for funds 
with which to increase capacity—a nat- 
ural development under the circumstances. 
Both companies started their present fiscal 
year with every prospect of a big de- 
mand for their products. It might be 
mentioned here that the margin of profit, 
that is, the ratio of net income after de- 
preciation to sales of both companies has 
run rather evenly; last year, for example, 
the profit margin of Goodrich was 13.1%, 





TABLE 3—WORKING CAPITAL. 
Goodrich. 
Current Current 
ts. Liabilities. 
$4,402,642 
8,516,991 
33,649,866 
16,770,900 
$1,187,808 


Net Wkg. 
Capital. 


43,470,877 
55,951,631 








and of Goodyear 13.8%; previous to 1919 
Goodrich had the edge. 

Goodyear has gained faster than Good- 
rich, for up until 1916 the latter did a 
bigger gross business, but since then it 
has been outstripped by its competitor. 

The big difference has been in capi- 
talization. Goodyear, up until the decla- 
ration of the stock dividend, had a total 
capitalization of about $66,000,000, while 
the total for Goodrich is about $129,000,- 
000, counting the common stock at $100 
par. But norv. the total capitalization of 
Goodyear will apparently be between 
$126,000,000 and $127,000,000, putting the 


two companies almost on a parity with re- 
gard to capitalization. 

Goodyear appears to be rounding out 
its organization in a more comprehensive 
style than Goodrich, as it has invested in 
rubber plantations in Sumatra, and has 
also put funds into lands for the growing 
of cotton. In this connection it may be 
mentioned that the tire manufacturers 
have been faced with rising prices for 
cotton, but with decreasing prices for 
crude rubber. Where cotton last year 
was between 30 and 35 cents a pound, it 
is now 40 cents; but crude rubber selling 
last year at over 50 cents a pound is now 
under 40 cents. 

The positions of the companies with 
respect to the continuance of extraordi- 








Goodrich, 
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nary business is not perhaps as clear as 
it was the first of the year, but it is not 
clouded enough to warrant the flat state- 
ment that substantial reduction is an im- 
mediate prospect. 

As to the specific securities of the two 
companies the $30,000,000 7% Goodrich 
notes appear to be a good grade short 
term business man’s investment, with a 
speculative element in the conversion 
privilege. Goodrich 7% preferred stock 
also looks attractive at its present price in 
the low 90’s. There is practically no ques- 
tion of the high grade rating to be ac- 
corded Goodyear 7% preferred. 

In Jast year’s market Goodrich common 
went close to par, but now it is hanging 
around 60, where it yields in the neigh- 
borhood of 10%. As a speculative pur- 
chase on a scale down it is worth con- 
sideration, but we see no reason to 
“climb” for the stock under present cir- 
cumstances, 

Goodyear common has been selling in 
the neighborhood of $350, a price dictated 
largely by the expectation of stock divi- 
dends. The price has been too high to 
interest the average investor or trader, 
but, of course, the market price will be 
reduced when the new stock is issued. In 
this connection, the question naturally 
arises as to whether the company will be 
able to continue dividends of $12 a share 
in cash on the common stock. With $65,- 
000,000 preferred instead of $45,000,000 
ahead of the common stock, the additional 
dividend requirements will be $1,400,000 
annually, and to pay $12 a share on $61,- 
000,000 common stock instead of on $20,- 
700,000 will require about $4,800,000 ad- 
ditional, In other words, if dividends re- 
main as they are now, Goodyear will be 
under the necessity of disbursing some 
$6,200,000 in excess of present disburse- 
ments. This accomplishment is by no 
means impossible, but to make it prac- 
ticable, business will have to continue in 
a large volume. 
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United Fruit Co. 





Bananas, Ships and Sugar Outclass Pizzaro’s Gems 
Andrew W. Preston, Starting Among Hucksters, Has Built Up an Organization Beyond the 


: the dweller in northern climes the 
tropics are shores of romance. Un- 
consciously, one associates them 
with the days of Pizarro and Balboa, 
romantic buccaneers who swaggered their 
way through the unknown, looting and 
pillaging, their days teeming with startl- 
ing exploits and dare-devil adventures. 
Unbelievable in those days were the 
glowing stories they brought back with 
them—stories of crowded cities, of an 


Spaniard’s Fondest Dreams 
By JOSEPH F. PRESTON 


Andrew W. Preston by name, took a 
long chance and started a precarious busi- 
ness buying bananas down in Central 
America. Preston shipped them to Bos- 
ton, peddling them out among the fruit 
stands, hucksters. and grocery stores. 
For a long while he was a familiar 
sight standing down on the old-fashioned 
wharves along Atlantic Avenue in Bos- 
ton, note-book and pencil in hand, check- 
ing off bunches of bananas as they were 








Photo by Brown Bros. 
A CENTRAL AMERICA BANANA PLANTATION 
The banana has earned the distinction of being the most popular of fruits, and it 
is largely through the enormous and remarkably steady market for this tropical 
edible that the United Fruit Companies’ huge business has been built up 


unknown civilization barbaric in its splen- 
dor, of vast stores of fabulous wealth. 

Historians have handed down these 
stories to us, and in the light of modern 
exploration there can be little question but 
that these adventurers, anxious to make a 
good impression in Spain, grossly exag- 
gerated the wealth they claimed to have 
found in the tropics. Certain it is that 
when adventurers search Central Amer- 
ica today for these stores of gold and 
silver and jewels the pickings are most 
meagre. 

Today the wealth that comes to us from 
the tropics is not in stores of gold and 
silver, but in products of the soil—fruit, 
sugar, coffee, cocoa, and rubber. In value, 
however, these every-day, homely prod- 
ucts far outclass the most fantastic stories 
of gold, silver and jewels that the old 
Spanish swashbucklers brought back with 
them. 


The Beginning of the United Fruit Co. 


No great thing is created suddenly, and 
the organization of the United Fruit Com- 
pany dates back about twenty years when 
a tall, thin, shrewd, aggressive Yankee, 
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lugged off the ships. Many a time his 
hand trembled and there was a worried, 
harassed look on his face; for more than 
once he did not know where the money 
was coming from to pay freight bills and 
the wages of stevedores. There were 
losses, too, as when the bananas got over- 
ripe before they could be landed. It was 
a mighty risky business, was the banana 
business some twenty odd years ago. 

Today this same rawboned Yankee is 
still doing business at the old stand up 
in Boston, still selling bananas. But he 
has added somewhat to his line and is 
now selling sugar and other tropical prod- 
ucts, and he does quite a shipping busi- 
ness on the side. 

He has gone into tropical farming quite 
extensively and has added railroads down 
there and a couple of winter resort hotels. 
Business was rather good with Mr. Pres- 
ton last year. His corporation, the United 
Fruit Company, earned in fifteen months, 
up to December 31, 1919, the tidy sum of 
$38,386,309. He estimates that the gov- 
ernment will take $18,016,105.60 of this 
sum for taxes, which is quite some little 
odd change for Uncle Sam, but still Mr. 


Preston is not complaining. He figures 
that after all deductions, the paying out 
of $6,289,562 in dividends to his stock- 
holders, and setting aside $6,369,464 for 
depreciation on plant, equipment and 
steamships, he will still have a total in- 
crease in profits for this period of fifteen 
months of $14,069,568. This added to 
what he had on hand gives him a profit 
and loss item totalling $87,657,905. 

Of the fantastic literary dreams that 
gullible historians have handed down to 
us of the days of Pizzaro, none has ever 
approached the figures that goed, reliable 
chartered accountants have deduced from 
the operations of this shrewd Yankee, Mr. 
Andrew W. Preston. While Pizzaro and 
Balboa may appeal to us with greater 
glamor and more romance with their 
stories of great accumulations of gold, 
silver and jewels, the fact remains that 
Mr. Preston with the lowly banana puts 
it all over the piratical Spaniards when 
it comes down to actual, tangible hard coin 
of the realm. 

Nature devised one of the neatest, clean- 
est, most compact and handiest commer- 
cial packets ever invented when she 
handed out the banana bunch. Hanging 
from a tough, fibrous stem that will with- 
stand all kinds of hard usage, neatly 
placed in circular rows about this stem, 
the fruit is encased in a fibrous covering 
easily removed, amply protected from all 
possible contamination. In every way it 
is the ideal natural fruit package. 


Bananas Sell Themselves 
Bananas are a product that sell them- 


- selves. No advertising is necessary. There 


is at all times a good market for them. 
Everybody likes them. Old folks, and 
babies sans teeth, can eat them. Here then 
is the simplest kind of a business propo- 
sition. The demand creates itself. The 
product grows in luxuriant profusion. The 
key-note of the problem is transportation 
and distribution. 

From casual observation of fruit stands 
where hangs the inevitable bunch of ba- 
nanas one may not be tremendously im- 
pressed with the possibilities of supplying 
this luscious fruit. It is not from one 
fruit stand, however, but from the vast 
aggregate of all fruit stands that the huge 
business of the United Fruit Company 
comes. 

What we eat every day is not a great 
problem in a single family; but to the 
concern that supplies some one single arti- 
cle of daily diet, such as bananas, the 
aggregate quantity which all the families 
eat every day assumes staggering propor- 
tions. Most important food products, once 
sold, disappear from the market. We 
might buy an automobile, today and 
our consumptive power for the absorp- 
tion of automobiles is satiated. It is un- 
likely that we will again be in the market 
for a motor car for another year, per- 
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haps not for several years. But if friend 
wife buys a dozen bananas today, very 
likely they will cease to exist by nightfall, 
and she must again enter the market. She 
will buy another dozen, and so her pur- 
chases will be dozen after dozen in per- 
petuity. This is the secret of the very 
handsome business that Mr. Preston has 
built up for the United Fruit Company. 

As a farmer, Mr. Preston stands in a 
class by himself. Down in the tropics, 
land is somewhat plentiful. There seems 
to be an abundance of it for all, and a 
great deal of it, covered with impene- 
trable tropical jungle, is not worth both- 
ering much about. But a good Yankee 
farmer can go down there with modern 
American farm tractors and machinery 
and he can accommplish astonishing re- 
sults. 

Here is a list of some of the land hold- 
ings of the United Fruit Company in 
Costa Rica, Columbia, Cuba, Guatemala, 
Horduras, Jamaica and Panama: 


Number Purposes to Which 
of Acres Land is Devoted 
a Bananas 
RATES. Citrus fruit 
> o emdedte Sugar cane 
| a RS Cocoanuts 
(eet Cacao 
Beans 
ES ack enced Para grass 
a Guinea grass 
a Natural grass 
eo datewaws Roads, lots, etc. 





355,802 Total acreage under cultivation 


Of unimproved lands the United Fruit 
Company either owns or has under lease 
1,062,819 acres. 

To operate his farms Mr. Preston em- 
ploys approximately 50,000 native laborers, 
and most of them don’t know that we have 
just emerged from a great world war; 
some of them don’t even know that the 
Spanish War took place. Many of them 
evince the same anxiety for shorter hours 
and more pay that laborers in this coun- 
try cry for; but as for Bolshevik ideas, 
soap-box orators and agitators, there is 
very little doing down in Central America. 

In connection with his farms Mr. Pres- 
ton has 27,000 cows, oxen, bulls, steers, 
calves and heifers. He uses 6,766 horses 
and mules, all bought and paid for. To 
get his farm products down to the sea- 
coast he operates 1,104 miles of railroad 
and 442 miles of tramways. He has some 
$30,000,000 invested in houses and build- 
ings, tools and machinery, telephones, 
wharves and lighters and other stuff used 
in the operation of his farms. 


The United Fruit Fleet 


Mr. Preston is one of the largest ship 
owners in the world. His corporation, the 
United Fruit Company, of which he is 
president, owns a shipping fleet that in 
actual tonnage would make the famous 
Spanish Armada look like thirty cents. 
Under American registry he has 23 steam- 
ships, and they are big, handsome boats, 
aggregating 102,656 tons; and under Brit- 
ish registry, 14 steamships, aggregating 
76,093 tons, a total of 27 big ocean-going 
steamships. He has under charter from 
other companies 15 steamships with a ton- 
nage of 23,156 tons; also 11 steamships 
loaned to the U. S. Shipping Board and 
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recently returned totaling 23,939 tons—a 
grand total of 226,844 tons of shipping. 
Even with this fleet, Mr. Preston feels 
that he hasn’t quite enough ships and has 
ordered 14 brand-new steamships, eight of 
which will be delivered this year and six 
early in 1921. 

There is hardly another corporation in 
the world so complete within itself as the 
United Fruit Company. There are few 
middlemen figuring in its business. From 
the soil on which its products are grown 
to the laying down of the finished product 
in the fruit stands and the grocery stores, 
United Fruit handles practically every- 


thing. 
Several years ago the company em- 
barked in the sugar business in Cuba, 


growing the cane and crushing it in its 
own sugar mills. It now has a $6,000,000 
investment in what is unquestionably the 
most complete sugar refinery in the world, 
the Revere Sugar Refinery at Boston, 
which in fifteen months, up to December 
31, 1919, produced 211,218,009 pounds of 
refined sugar. Improvements and addi- 
tions -have been installed in this refinery 
so that beginning February, 1920, it had a 
daily capacity of 1,250,000 pounds of re- 
fined sugar. The company’s own sugar 
plantations in Cuba grow the sugar cane, 
and its own sugar mills there supply the 
Boston refinery’s requirements for raw 
sugar. From sugar alone the United Fruit 
Company is equipped so that earnings ap- 
proaching $15,000,000 per annum will in 
future be entirely feasible. The Revere 
company recently announced that it was 
all sold out on refined sugar and would 
accept no more orders until new supplies 
of raw sugar were in sight. 

In Jamaica the company operates the 
famous winter resort hotel, The Myrtle 
Bank Hotel, which it purchased last year. 
This is operated in connection with the 
company’s Hotel Tichfield at Port Antonio. 
The latter is operated during the tourist 
season only, while the former is operated 
during the entire year. 

In the purchase of ets lands and its 
steamships the company has found it nec- 


essary from time to time to issue bonds. 
These bonds have been gradually retired, 
and during the past year or two the entire 
funded debt of the United Fruit Company 
has either been redeemed or funds have 
been set aside to take up all outstanding 
issues. This leaves it 503,165 shares of 
capital stock outstanding, par value of 
shares $100, with no bonds ahead. The 
property and assets of the company be- 
long to its stockholders. 

For purposes of comparison each of 
these 503,165 shares may be said to share 
in the assets of the corporation on the 
following basis, which is not exact, but 
is an approximation only: 

Each share of the United Fruit Com- 
pany represents approximately: $40.00 in- 
vested in United States and British Gov- 
ernment securities; $50.00 in cash, notes 
and accounts receivable; $20.00 cash re- 
served to pay for construction of new 
steamships ; $30.00 cash reserved for taxes ; 
$20.00 cash reserved for tropical losses, if 
any; $30.00 invested in steamships, and 
$140.00 invested in tropical lands, equip- 
ment, etc., a total of $330.00 per share. 


Earnings and Dividends 


Practically since it began business the 
company has been paying dividends of 8%. 
Extra cash dividends of 10% were de- 
clared in 1908, 1909, 1910 and 1911, and 
stockholders were given the right to sub- 
scribe to 10% of their stock holdings of 
new stock at par, making this, in effect, 
a 10% stock dividend. An extra 2% was 
paid in 1913. In 1919 10% was paid, and 
the current rate is 12%. 

With an estimated output of 800,000 
bags of sugar and average profits of $20 
a bag of 350 pounds, exclusive of all ex- 
penses of growing, transporting and re- 
fining, the sugar end of United Fruit 
alone should earn, in 1920, $16,000,000, 
or nearly $32 a share on the common. 
If the other branches of the com- 
pany’s business equal last year’s figure of 
$30 a share, total prospective earnings of 
about $62 may justify a dividend increase 
and should at least assure the continuance 
of the present conservative rate. 
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LOADING A UNITED FRUIT STEAMER 


Transportstion is the chief problem of the 
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Norfolk Southern Railroad 








Tentative Valuation of Norfolk Southern 


Market Relationship Between a Bond That Is Paying Its Interest and a Stock that Formerly 


N view of the announcement that inter- 
ests associated with the American 
Tobacco Company had taken a year’s 

option at 47 on the majority of the stock 
of the Norfolk Southern Railroad, it is 
timely to inquire into the possibilities of 
the property and especially into the pos- 
sibilities of profit in its securities. 

The Norfolk Southern grew out of the 
reorganiaztion in 1910 of the Norfolk & 
Southern Railway, and since that time has 
been built up by the addition of several 
short lines. In November, 1911, Norfolk 
Southern acquired the Aberdeen & Ash- 
boro, the Durham & Charlotte and the 
Raleigh & Southport. These companies, 
with the Sanford & Troy, were later 
merged as the Raleigh, Charlotte & 
Southern, and in the fall of 1912 the 
latter company was merged with the Nor- 
folk Southern. 

In addition, Norfolk Southern leases 
until 1996 the Atlantic & North Carolina, 
and owns all the outstanding stock and 
$4,788,000 bonds of the John L. Roper 
Lumber Company. 

The result of these various acquisitions 
is an aggregation of short lines radiating 
from Norfolk southward through North 
Carolina, rather than a system extending 
between two important shipping centers. 
The traffic result is that the company 
originates the bulk of its business and 
receives comparatively little by delivery 
from connecting lines. 

Next to terminal business, the origina- 
tion of freight for comparatively short 
hauls is the least profitable and it is 
becoming less so as costs increase. 
Standard return, which is the average 
annual net operating income for the three 
years ended June 30, 1917, was only 
$1,166,991 for a company operating 907 
miles of track, of which 863 miles are 
steam. 

The corporation has protested against 
standard return as being inadequate com- 
pensation for the use of the property, but 
the Government has thus far rejected the 
claims. About $600,000 worth of equip- 
ment, averaging over $3,000 a car, was 
allocated to the company. 


Earnings and Income 


In 1917, the last year of corporate 
operation, Norfolk Southern reported 
$2.12 a share earned on the $16,000,000 
stock. Under standard return in 1918 
income amounted to 30 cents a share, or 
74 cents after elimination of lap-over 
items. 

Compared with Federal rental of $1,- 
166,991, operating net was only $291,453 
in 1918 and $163,670 in 1919. This is 
somewhat worse than the showing for the 
roads as a whole. The result may have 
been due to diversion of traffic, although 
gross revenue in both 1918 and 1919 in- 
creased considerably over the years of 
corporate operation. 
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The tentative valuation of the property 
by the Interstate Commerce Commission 
as of June 30, 1914, was announced last 
year and included the following figures: 
cost of reproduction new, $24,067,374; 
reproduction cost less depreciation, $19,- 
800,000 ; land, $2,418,688. This would make 
the depreciated value of the property on 
June 30, 1914, $22,218,688. On that date 
the company’s property investment was 
carried in the books at $34,948,055. 

According to the books of the company, 
the additions to property account from 
June 30, 1914, to December 31, 1918, were 
$2,087,509. If this be added to the depre- 
ciated value as of June 30, 1914, a similar 
basis of valuation is found for December 
31, 1918, the amount being $24,306,197. 

On the latter date the funded debt was 
$20,314,200, leaving about $4,000,000, or 
$25 a share, equity in the property for the 
stock. These figures are subject to re- 
vision and may show up better in a final 
valuation, especially as the members of 
the Commission have manifested more 
liberality of late in these matters. 

Norfolk Southern has outstanding seven 
bond and note issues and an issue of 
equipment certificates. Only two of the 
issues are listed on the New York Stock 
Exchange, and of these one is very in- 
active. All the issues with the exception 
of the first and refunding fives, which 
comprise more than half the funded debt, 
are small. 


First and Refunding Bonds 


The first and refunding fives, of which 
$12,870,000 is outstanding, are secured by 
a first lien on 332 miles and by a general 
lien, subject to one or more underlying 
bonds, on 455 miles. They are also se- 
cured by a first collateral lien on $4,788,- 
000 bonds and $1,000,000 stock (all issued) 
of the John L. Roper Lumber Company. 
The collateral may be withdrawn on pay- 
ment to the trustee of $5,000,000. The 
lumber company, whose bonds afford a 
large part of the security for the first and 
refunding fives, has not made a very good 
showing the last two years. 

In addition to the first and refunding 
fives in the hands of the public, $1,575,000 


‘is deposited as security for $1,000,000 two- 


year extended 7% notes due April 1, 1922. 
These were originally three-year 6% notes 
and were extended with the consent of a 
majority of the holders when they fell 
due on April 1, 1920. The company can 
be required to pay the present notes on 
April 1, 1921, provided 51% of the holders 
serve notice that they desire payment. 

This provision of the notes introduces 
an element of weakness in the company’s 
credit, and the weakness is transmitted 
to the first and refunding fives, which are 
deposited for the notes in the ratio of 
157.5%. 

These bonds are selling around 55, at 
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which the flat return is 9.1%. The stock, 
which paid 2% per annum in dividends 
from 1911 to 1914 and none since, is sell- 
ing around 26. If the stock were back on 
its former dividend basis, it would net 
7.7% at the market. 

Norfolk Southern will undoubtedly do 
better under the 30% increase in freight 
rates proposed for roads in Southern ter- 
ritory, but so will all the other roads in 
that territory. There are other roads, 
whose stocks are selling equally low, with 
better operating histories behind them. 

I am moved to wonder why the “in- 
terests associated with the American To- 
bacco Company,” instead of buying the 
stock at 47, did not go eight points higher, 
buy the junior bonds, reorganize the com- 
pany and emerge with a property carrying 
a moderate debt; and I am forced to con- 
clude that the stock is worth more to 
these tobacco interests than to the readers 
of this magazine. 





THE NEW BELGIAN BONDS 

With Liberty and Victory bonds sell- 
ing to yield more than 6%, with many 
well seasoned and thoroughly secured 
domestic obligations being offered to yield 
8% and more, it goes without saying that 
no foreign bonds would prove attractive 
unless they offered unusual opportunities. 

The new Belgian $50,000,000 loan, how- 
ever, deserves the notice of the American 
investing public. Bonds are offered in 
denominations of $500 and $1,000 at 97%4% 
and accrued interest, bear 7%4% annual 
interest, and are redeemable at 115% on 
the principal sum by 25 annual drawings, 
beginning June 1, 1921. A sinking fund 
will retire the entire by maturity June 1, 
1945, at 115%. 

The bonds are guaranteed by the prop- 
erty and the tax power of the Kingdom 
of Belgium, which also agrees that, if in 
the future it shall issue any loan on any 
specific revenue or asset of the country, 
the present loan shall be secured ratably 
with such loan. 

At the price prevailing at present the 
annual yield, depending on the date of 
redemption, ranges from 24.89% for 
bonds called June 1, 1921, to 795% for 
those redeemed June 1, 1945. The aver- 
age yield is therefore 9.84%, a very at- 
tractive figure indeed. 

The desirability of the bonds seem 
markedly enhanced by the speedy recovery 
of the country. Belgium’s factories are 
producing on an average about three- 
fourths as much as prior to the war; her 
railroads are operating 80% of the normal 
number of freight trains, and 60% of pas- 
senger trains. The output of coal actually 
exceeds the pre-war production. A contin- 
uation of the present relative growth of 
her export trade would bring about a 
favorable trade balance before the end 
of the current year. 























Acadia Sugar Refining Co. 








An Oxnard Enterprise That Promises Well 


Acadia Sugar Refining Company Offe 


N various fields of industry there are 

names, such as Harriman in railroad 

enterprise, the Rockefellers in petrol- 
eum and the Oxnards in sugar, that have 
come to be regarded as an assurance of 
success. If one were asked to point out 
the strongest factor in connection with 
Acadia Sugar Refining Company, Ltd., he 
might not go far astray if he replied that 
Mr. B. F. Oxnard had recently put a 
good deal of his own money into the 
project. 

Without going into the earlier successes 
of the Oxnards in American Beet Sugar, 
Union Sugar of California and others, I 
will refer to the Savannah Sugar Refin- 
ing Company, organized a few years ago. 
The Oxnards surveyed the field and dis- 
covered that ocean transportation from 
the West Indies to North Atlantic ports 
was higher than to South Atlantic, that 
the port costs at New York in particular 
were the highest in the country, that the 
labor was among the dearest and least 
efficient. 

The South was consuming a great deal 
of refined cane sugar that passed its coasts 
in raw state and returned in refined state 

ia long rail hauls. The result was the 
stablishment at Savannah of a refinery 
whose success and profits have been al- 
nost unparalleled in this industry. 

Canada has long suffered from sugar 
shortage, due not altogether to the world 
shortage of raws but in part to the inade- 
quacy of its own refineries and to its 
lependence in a measure on American re- 
fineries. Two of the Canadian refineries 
were on tide water and the others, being 
inland, were compelled to transport raw 
sugar by rail for four or five months of 
the year either from American ports or 
Canadian Atlantic ports. One of the 
favorably situated plants was owned by 
the Acadia Sugar Refining Company at 
Halifax, and it was this that Mr. Oxnard 
selected for his investment. 


In Business Forty Years 


The Acadia Sugar Refining Company, 
or its predecessors, has been in business 
for forty years, and it has operated under 
its own name since 1893. It formerly 
operated two refineries—the Nova Scotia 
refinery and the Halifax refinery at 
Woodside. The first was destroyed in 
the Halifax explosion of 1917 and some 
recoveries have been made from the Re- 
lief Commission and through the sale of 
lands for shipyards. The second refinery 
was damaged by fire in 1912 and a mod- 
ern plant was built at Woodside in 1914 
to replace the burned structure. 

During 1918 and 1919 the company re- 
fined about 300,000 pounds of sugar daily, 
but the capacity of the plant is 700,000. 
With minor alterations the capacity can 
be increased to 1,000,000 pounds daily and 
with more extensive alterations to 1,500,- 
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000 pounds. The increase in capacity and 
the installation of improved machinery 
will greatly diminish costs of operation, 
because the outlay for fuel and labor in 
a sugar refinery is not much more at 
1,000,000 pounds daily output than at 
500,000 pounds. 

The plant is situated on a site of 170 
acres with 1,465 feet of water frontage, 
admitting of the most economical han- 
dling of cargoes. The company also owns 
a cooperage plant at Moncton, N. B., in 
the heart of a timber country, and the 
packages are shipped “knocked down” to 
Halifax. It also owns a free water sup- 
ply for its refinery and enjoys a limited 
property assessment of $200,000 until 1958. 


Recent Financing 


The company recently sold $2,000,000 
first mortgage 7% serial bonds, maturing 
$100,000 annually from 1921 to 1940. At 
the time the issue was sold, the property 
was represented as having a replacement 
value of $4,800,000 and an existing value 
of $4,206,000. The purpose of the loan 
was to retire $1,000,000 debenture bonds 
and to provide funds for the improve- 
ments mentioned and working capital. 
Purchasers of the first five maturities re- 
ceived 10% bonus of common stock and 
of the last fifteen maturities 20% bonus. 

Besides the $2,000,000 bonds, the com- 
pany has outstanding 20,547 shares of 6% 
cumulative preferred stock and 30,821 
shares of common stock, all of the par 
value of $100 (Canadian), or £20. Both 
issues are convertible and reconvertible 
from Canadian dollars to pounds at the 
fixed rate of $4.8634 to the pound. 

For the five years preceding the war, 
when the Canadian sugar industry be- 
came very unsettled, the company reported 
average annual earnings available for 
interest of $297,136, or more than suffi- 
cient to pay interest and preferred divi- 
dends on the issues at present outstand- 
ing. Under unfavorable operating condi- 
tions earnings fell off, but they recovered 
so that in 1918 and 1919 the company 
averaged to save for interest $287,500, 
more than sufficient for that purpose and 
for preferred dividends on existing issues. 

These earnings were made on an aver- 
age daily output of 300,000 pounds, or 
about one-third the capacity which the 
plant will soon have without a great addi- 
tion to operating costs. 

The years to which reference has been 
made ended September 30, and the com- 
pany will change its fiscal year to con- 
form to the calendar year. In the last 
quarter of 1919 there was little profit, 
for, while manufacturing conditions were 
good, there were heavy losses on ex- 
change, both sterling and American. To 
avoid these losses in the future, all con- 
tracts are being drawn on a basis of New 
York funds, 


rs Investment Coupled With Speculation at the Cost 


In addition to its manufacturing profits 
in 1920, the company will have a large 
speculative profit on account of the pur- 
chase of six months’ supply of raw sugar 
at a price very much below present levels. 
While the opportunity for a similar profit 
is not likely to recur after this year, the 
margin of gain on refining should increase 
with the introduction of the proposed 
economies. 


The Market for Acadia Securities 


Both classes of stock have a narrow 
market at present, but they are likely to 
be listed soon in Montreal and on the 
New York Curb. The 6% cumulative pre- 
ferred is obtainable around 90. As there 
are between 15% and 17% accumulated 
dividends which are likely to be paid this 
year, these would write the cost of the 
stock down to about 75. 

The common stock is quoted nominally 
at 30 bid 50 offered, and it is probable 
that not much of it could be acquired 
under the asking price, although a few 
odd lots have changed hands lately at 40. 

The value of the plant and the new 
money will cover with tangible assets the 
bonds, preferred stock and common stock 
up to 35. Earnings in 1920 will run at 
least $15 a share on the common stock 
after Dominion income taxes and may 
run more. In spite of the high rate of 
earnings, it is probable that the junior 
stock is some distance from dividends. 
For this reason, I am inclined to think 
that the best opportunity for participating 
in this enterprise is to purchase the long 
term bonds accompanied with a 20% com- 
mon stock bonus, which combines an in- 
vestment with a speculation at the cost 
of the investment. 


LOUISIANA SUGAR OUTPUT LOWEST 
IN RECENT YEARS 


Louisiana produced in 1919 only 242,- 
000,000 pounds of sugar, as compared 
with 561,800,000 in 1918 487,200,000 in 
1917, and 607,800,000 in 1916. The 22 
sugar parishes produced only 2,510,000 
gallons of syrup, as compared with 10,- 
793,000 in 1918 and 5,652,000 in 1917. 
The entire State produced in 1919 only 
3,672,000 gallons of syrup. The molasses 
production for 1919 was 12,991,000 gal- 
lons as compared with 28,049,000 in 1918, 
30,728,000 in 1917, and 26,154,000 in 1916. 
These figures were announced today by 
the Bureau of Crop Estimates, United 
States Department of Agriculture. 

The Louisiana sugar cane crop of 1919 
was one of the shortest since the keeping 
of records was begun. The trouble be- 
gan with poor seed, and was augmeuted 
by unfavorable weather and scarcity of 
labor, resulting in uneven stands, grassy 
fields, and low yields—U, S. Department 
of Agriculture. 
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Wm. Wrigley, Jr., Co. 








Making Twenty-five Million Sticks of Gum a Day 


Many Tiny Profits Are Paying 24% on Stock and Building a Skyscraper in the Heart of 


M. WRIGLEY, Jr., Company has 

a daily capacity of 25,000,000 sticks 

of chewing gum. Even after elim- 
inating babies who might swallow the 
gum and men who take their molasses 
mixed with leaf tobacco rather than with 
chicle, this number seems very inadequate 
to supply the remainder of the population, 
including all the telephone girls. Al- 
though this is the largest manufacturing 
concern of its kind, its output allows only 
one stick of gum to each person in the 
United States every four days, and the 
single hope of diminishing the demand 
lies in the more general use of automatic 
phones, which will run without any chicle 
lubricant. 


This product is turned out from two 
plants—one ‘at Chicago, which is the larg- 
est chewing gum factory in the world, 
and the other at Brooklyn. The surplus 
profit from the product, after paying 
24% in dividends on the stock, is being 
used to erect in the heart of Chicago’s 
business district a 32-story office building 
at a cost of $3,000,000, in connection with 
which the company is doing no financing. 

Wm. Wrigley, Jr. Company, at the 
close of 1919, had outstanding $190,000 
funded debt, $1,500,000 7% cumulative 
preferred stock and $11,085,375 common 
stock divided into shares of the par value 
of $25. 

On the asset side were $2,027,616 bonds, 
of which $1,365,900 was Liberty bonds, 
$2,530,492 investments apart from plants 
and inventories and $2,378,537 cash. 
Patents were carried at $705,882 and good 
will at $6,000,000. 

Against the intangible items were $3,- 
715,980 reserve and $6,281,658 surplus, 
leaving $3,291,000 net reserve and surplus 
after writing off patents and good will. 
This is equal to about $8.20 a share on the 
common stock and would give that issue 
a net tangible book value of about $33 
a share. 

The common stock is listed in Chicago 
and is quoted around 75, or 300% of its 
par value. Thus, there would be a de- 
ficiency between the market price and the 
tangible book value of about $42 a share, 
which is probably justified by the com- 
pany’s earning power. 


Earnings on Common 

Although the present corporation was 
organized in 1911, its stock was closely 
held until last year, when 35,000 shares 
were sold, and a part of this represents 
all the floating supply. The $8,500,000 
of unappropriated reserve and surplus ac- 
cumulated up to July 31, 1919—the date 
of the first public balance sheet—is suffi- 
cient evidence of earnings in earlier years. 

Net sales of the company in the year 
ended December 31, 1919, were $27,147,412. 
Net profits before taxes were $6,239,897 
and after reserve for income and excess 
profits taxes, $4,139,897. This is equiva- 
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Chicago 
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lent, after deduction of preferred divi- 
dends, to $9.09 a share on the common. 

The company pays 50 cents a share 
monthly on its common stock, or $6 a 
year, equal to 24% on the $25 shares. 
This, however, is only 8% on the market 
price. The company, on the other hand, 
is paying out only 66% of its earnings 
based on 1919 results. If income rather 
than dividends be used as the basis of 
calculation, the company last year earned 
more than 12% on the market price of its 
common. 

Although detailed reports are lacking, 
it is safe to assume that 1919 was not one 
of Wrigley’s best years, nor as good as 
may be reasonably expected in years to 
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THE WRIGLEY BUILDING 


well fixed by convention, and the volume 
of the demand is not subject to much 
fluctuation. On the other hand, sugar 
and chicle, the principal ingredients of 
chewing gum, were high priced and dif- 
ficult to obtain at any price. 


A comparison of Wrigley’s balance 


sheet with that of its chief and practically 
only competitor shows strongly in the 
former’s favor, with a much higher ratio 
of assets, especially tangible, for the com- 
mon stock. A large part of the earnings 
have gone back into the property in 
years past and the diversion of a part 
of this investment to an office building in 
the heart of Chicago’s business district 
lends greater stability to the enterprise. 

If one wants an investment in this field 
of industry, “Spearmint” common appears 
to be in the best position. 





FIRST FEDERAL FOREIGN BANKING 
ASSOCIATION ORGANIZED 


W. S. Kies Elected Chairman of Board 
and A. H. Titus, President. 


Permanent organization of the First 
Federal Foreign Banking Association has 
been perfected by the election of the fol- 


lowing officers and directors: Chairman 
of the board, W. S. Kies; president, 
Arthur H. Titus; vice-president and 
cashier, Philip B. Kennedy; secretary, 
Frederick Todd; assistant secretary, 
Mason B. Starring, Jr. Mr. Titus re- 


cently resigned as vice-president of the 
National City Bank. Mr. Kennedy was 
head of the Bureau of Foreign and 
Domestic Commerce at Washington. 
The executive committee was chosen, 
consisting of W. S. Kies, R. E. Jones, 
M. N. Buckner, F. H. Payne and A. B. 


Chapin. The advisory management com- 
mittee was elected, consisting of W. S. 
Kies, J. H. Perkins, J. E. Gardin, J. S. 
Maxwell and F. H. Payne. 

Twenty-five per cent of the subscribed 
capital was called for payment on June 
11. It is expected that the new bank 
will formally open for business between 
June 15 and July 1. 

The Canadian Bank of Commerce and 
the Interstate Trust & Banking Company 
of New Orleans were announced as addi- 
tional stockholders. 

This is the first foreign banking asso- 
ciation to be formed under the provisions 
of the Edge bill, which permits the organ- 
ization of international banks with power 
to deal in long term foreign credits, to 
guarantee or indorse notes and bills 
based on foreign commercial transactions, 
and with the right to purchase foreign 
bills, notes and obligations from American 
exporters, and to issue against such obli- 
gations and securities their own accept- 
ances, notes, debentures and other obli- 
gations. The operations of such bank- 
ing associations are to be under the super- 
vision of the Federal Reserve Board, and 
are to be guided by regulations prescribed 
by ‘the board. 
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Eastern Steel Co. 











A Prominent Manufacturer of Building Materials 


Renewed Activity in Construction Work Seems Probable—Company’s Recent Years Very 


HE heavy demand for more office 
space and living quarters throughout 
the country, especially in large cities 

such as New York and Philadelphia, 
would apparently indicate an early re- 
sumption of active building operations. 
In the event of this, a general stiffening 
in the price of building materials, chiefly 
certain items in iron and structural steel, 
seems practically certain. The companies 
to benefit from this situation, of course 
will be those engaged in the production 
or distribution of building materials. 

Among the organizations of this type, 
the Eastern Steel Company is prominent. 
Organized in 1903 with a total capitaliza- 
tion of $7,768,900, consisting of $4,000,000 
common stock (of which $3,749,200 is out- 
standing the remaining $250,800 being 
held by the company), $1,984,000 in bonds, 
$1,835,700 first, and $800,000 second pre- 
ferred stock, it is now one of the leading 
manufacturers of building materials. Its 
principal plant, located at Pottsville, Pa., 
covers approximately 50 acres of ground, 
and is well equipped with up-to-date ma- 
chinery, including 7 locomotives, 18 stand- 
ard freight cars and 24 electric cranes. 
In 1912 it leased the plant of the War- 
wick Iron & Steel Company for a period 
of 99 years, thus adding substantially to 
its earning power. 

Under the terms of this lease $250,000 
was received by the Warwick Company 
and distributed at the rate of $1.67 per 
share to stockholders on the 10th of June, 
1914. The dividend rate on the $1,500,000 
common of $10 par value was correspond- 
ingly reduced from 8 to 7%. The second 
payment of $250,000 was made June 10, 
1916, and brought about a second distribu- 
tion of $1.67 per share, reducing the divi- 
dends to 6% for the duration of the lease. 
Eastern Steel has the option to purchase 
up to 1932 for $2,000,000 the assets of the 
company. The: previous option which ex- 
pired in 1917 was for $1,500,000 which 
would have covered the par value of the 
stock ownership. 

In 1906, Eastern Steel acquired owner- 
ship of about 11,000 acres of iron ore de- 
posit in Cuba, and leased an additional 
1,443 acres, which are estimated to con- 
tain well over 50,000,000 tons of iron ore. 
This lease expires in 1929, the company 
having the option of -renewing it. 

The steady growth of the company’s 
working capital (see table) is evidence of 
the recent improvement in its financial 
position. The rating of the bonds which 
are on a 5% basis, maturing in 1931, is 
excellent. An indenture securing the first 
preferred stock also provides that $75,000 
be set aside each year after payment of 
7% dividends on the preferred stocks of 
both classes, and before the payment of 
any dividends on the common which is 
on a 10% basis, as a sinking fund for the 
purchase and retirement of the first pre- 
ferred stock. From the company’s bal- 
ance sheet as of December 31, 1918 (the 
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Profitable 


latest available) we gather that the plant 
and properties were carried on the books 
at $9,665,209, a slight advance over the 
1916 figure. In view of the advance since 
registered in the prices of materials, the 
former figure cannot represent more than 
one-half actual value. The net-quick as- 
sets readily convertible into cash are 
considerably in excess of the outstanding 
bonds and both classes of preferred 
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stocks, a thing only few large corporations 
can boast. 
The Company’s Dividend Record 
The dividend record of the Eastern 
Steel Co. has been somewhat irregular. 
Quarterly dividends of 134% on the first 








ANALYSIS OF EASTERN STEEL 2-YEAR IN- 
COME ACCOUNT. on 
-Year 


1917 1918 Average 

Gross earnings. .$13,966,159 $13,819,347 $13,892,753 
Expenses ...... 11,108,895* 12,661,916 11,825,406 
Gross profit**... 2,528,900 899,900 1,714,403 
Dividends on first 

preferred .... 104,675 101,066 102,871 
Dividends on second 

preferred .... 137,648 131,533 134,591 
Dividends on com- 

ME ccestates 14,000 14,000 14,000 
Annual surplust. 1,055,057 260,973 658,015 





*Includes war excess profit and income taxes, 
aggregating $769,365. 

**After depreciation and interest on bonds. 

tIncludes war excess profit and income taxes, 
aggregating $1,165,000, 

so dividends on the common and exploration 
work, 








preferred stock were paid from April 30, 
1913, up to and including July 31, 1914. 
Payments were then halted until Decem- 
ber 31, 1915 when the quarterly dividend 
of 14% was resumed. Nothing definite 
available is known concerning the com- 
pany’s financial position during this pe- 
riod (1914-15) since no figures were pub- 
lished and no official statement made dur- 
ing those years. The regular dividend 
rate has been maintained since the re- 
sumption of payment. During 1916 the 
company made’ un excellent showing and 


all accumulated dividends amounting to 
63% were disbursed. On December 30, 
1916, all accumulated dividends on the 
second preferred, aggregating 93144% 
were paid and the regular rate has been 
maintained since. On April 16, 1917, an 
initial quarterly dividend at the rate of 
10% per annum was paid on the common 
stock and this has been maintained to 
date. During 1917 an extra dividend of 
10% on the common was distributed, on 
September 1 and December 1. 

Outlook Appears Good 

In the light of Eastern Steel’s perform- 
ance in recent years, its bonds and stocks 
appear to be a fairly safe investment, pos- 
sessing some possibilities for profits. The 
bonds bear 5% interest annually and ma- 
ture August 31, 1931. They are redeem- 
able by annual drawings at 110 and ac- 
crued interest on 6 weeks’ notice. They 
are secured by a direct mortgage on all 
the present and future properties of the 
company, including real estate, three 
structural mills, one 44-inch rolling mill, 
four 50-ton and two 80-ton basic furnaces, 
and a bridge shop with a capacity of 
25,000 tons. They are tax exempt in 
Pennsylvania. 

The common stock at prevailing prices 
(around 85) also appears attractive, es- 
pecially since the company is planning 
to make important improvements at its 
plants which should result in a substan- 
tial increase in production of wrought 
and steel billets annually. 





LIBBY, McNEILL & LIBBY EMPLOYES’ 
PROFIT-SHARING PLAN 
Employes Given Rights of Stockholders 
with Special Payment Privileges 
An offer to employes to become joint 
owners of the business has been an- 

nounced by Libby, McNeill & Libby. 

It is proposed to give the employes the 
privilege of purchasing the company’s 
stock at par, thus allowing them to share 
in the profits of the business. The 
privilege is available to every employe 
who has completed six months’ service. 

The company already has in operation 
another plan under which an employe may 
buy the company’s shares at the market 
price, but the proposed plan goes further 
in the field of profit-sharing by permitting 
the employe to buy from 10 to 50 shares 
at par, $10.00 per share. He is given two 
years within which to complete the pay- 
ments. 

Libby, McNeill & Libby now has about 
8,000 employes. The directors see in a 
large number of employe shareholders 
great possibilities for the development of 
a personal interest in the business and 
in the company’s welfare. 

The present offer is made in connection 
with a new issue of stock. The employes 
are being given the right to subscribe 
at the same price as the shareholders with 
the added privilege of deferred payments. 
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Has the Leader Outgrown the Motor Industry? 


Phenomenal Growth of Largest Motor Manufacturer — Earnings, Past and Prospective — 


HE recent publication of the annual 

report of the General Motors Cor- 

poration reveals a great growth in 
earning power, assets and capitalization. 
New companies have been taken over, new 
sources of demand tapped, and production 
has been increased in all lines. On the 
face of it, the record is one of splendid 
improvement and expansion. At the same 
time, the stock has had a spectacular ad- 
vance which one decline after another has 
failed to wipe out, and is still selling at 
more than twice the levels of a similar 
period last year. Do the prospects of the 
company and its industry warrant the 
present price, or is the stock over- or 
under-valned at current quotations? 

Looking at general conditons in the first 
place, one would be stronglv inclined to 
say that the industry is on the verge of 
a reaction. Production would be now at 
its peak were it not for transportation dif- 
ficulties; demand is already showing the 
beginning of a falling-off, and the “de- 
flation” which seems to be approaching 
will probably hit the motor industry 
harder than others because of the luxury 
character of the business, the mushroom 
growths of new companies, and the fact 
that a good deal of the buying of the last 
year or so has been by people who would 
not be able to hold their purchases in the 
event of a period of depression. 

How well is General Motors fortified to 
stand a dull period? Its working capital 
at the last report amounted to somewhat 
less than $10 a share of the new stock, 
while net assets altogether amount to about 
$18 a share. Of this almost exactly $10 
a share represents real estate, plant equip- 
ment, and the like, over half of which 
was added during 1919. Undoubtedly the 
expenditure on these items, assuming that 
they were carried at cost, was higher than 
normal and in all probability higher than 
the level that will prevail over the next 
few years. Good-will, after a $15,000,000 
reduction, amounts to only about $1 a 
share. 

Inventories were carried at the end of 
1919 at about $8.50 a share, but the prob- 
abilities are that this item is being reduced. 
As the. materials are used up in the pro- 
duction of cars, it is proving extremely 
difficult to get supplies to replace them. 
In view of the present tight money’ situa- 
tion, the less money invested in invento- 
ries the better off the company, particularly 
as the finished cars are hard to ship out 
at the present time. -A_ considerable 
shrinkage, therefore, has to be deducted 
from the net asset values of $18 a share 
given above, to give a fair idea of the 
actual values behind the stock over a long 
period of time. 

As the present price is about $26, the 
market is evidently discounting earning 
power rather than asset values. Last year, 
the stock on its present basis earned $3.63 


174 


Outlook for the Industry 
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a share, or over $36 a share on the old 
common. Of over $90,000,000 net profits, 
exclusive of $6,656,359 set aside for de- 
preciation in 1919, provision for Federal 
taxes and extraordinary expenditures was 
made amounting to $30,000,000, or nearly 
one-third the total. At the same time the 
reserve for depreciation increased $13,- 
000,000, the difference of $7,000,000 con- 
sisting of a more or less technical “ap- 
praised depreciation” on the addition to 
the property account by appraisal amount- 
ing to nearly $30,000,000 net. 
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Dividends for the preferred stock and 
debentures at 6% amount to $4,212,512, or 
less than 20 cents per share on the com- 
mon. Therefore while there are earnings 
on the senior securities there will in all 
probability be something shown on the 
common. 

The present dividend rate upon the new 
stock is 5% quarterly, payable half in 
cash and half in new common stock. This 
works out to about 95 cents a share when 
the stock is selling at 28. The annual 
rate is therefore about $3.80 or at the 
price of 28, dividend yield is over 13%, 
decreasing slightly as the price of the 
common goes up. As far as yield is con- 
cerned the stock simply lifts itself by its 
own bootstraps, as the cash return is only 
$1 a year, or 3.57% of the current price. 
Cash dividend requirements at the present 
rate would absorb less than 30% of last 
year’s earnings, but it is obvious that the 
continuation of the regular stock dividend 
depends upon continued good earnings, 
otherwise the issue of new stock is simply 
a dilution of assets. 

This question of the continuance of the 
current high earnings of General Motors 
brings in the important point that this 


company is undoubtedly the most widely- 
diversified in the industry, and to this ex- 
tent is protected against a sharp decline in 
its passenger-car business. The motor 
truck is still to be developed to its highest 
possibilities; the company has branched 
out into the manufacture of tractors, of 
domestic electric power and light units, 
iceless refrigerators, and automobile fi- 
nancing. In addition the company con- 
trols many of the subsidiary products re- 
quired by its production, including the 
Fisher Body Corporation, the largest 
builder of automobile bodies in the world, 
companies manufacturing accessories from 
spark plugs to Klaxons, makers of parts, 
iron foundries, lamp companies, and even 
its own leather company, to provide for 
the upholstering of its cars. 

The company’s main interest, however, 
is in the manufacture of trucks and pas- 
senger cars. Its truck types are the 
Chevrolet, the General Motor, the Olds 
and the Samson, of which altogether some 
80,000 will be produced this year accord- 
ing to current production schedules. The 
cars controlled by the company are: the 
Buick, Cadillac, Oakland, Oldsmobile, 
Scripps-Booth, Chevrolet, of which it is 
difficult to give the production figures, as 
plans for bigger production are still un- 
der way and are considerably above 1919 
figures. Planned output for different 
types are: Buick, 225,000 annually; Cadil- 
lac, 30,000; Chevrolet, 270,000; Oakland, 
105,000; Oldsmobile, 75,000; and ‘Scripps- 
Booth, 30,000, a total of 735,000 a year. 
This part of the company’s business, the 
most vulnerable, is at the same time the 
largest source of income at the present 
time, and is being constantly expanded. 
The company expects to market a new 
car, the Sheridan, in a short time, and to 
produce in 1920 some 3,000 of this type. 

Earnings for the first quarter were at 
the annual rate of nearly $7 a share be- 
fore taxes, which may chip off from $2 
to $3 a share. Sales were nearly $130,- 
000,000, compared with total ‘sales for the 
year 1919 of $509,676,694 and for 1918 of 
$326,044,755. 

Capitalization Changes 

The present company was organized un- 
der the laws of Delaware in 1916 to take 
over the stock of the General Motors Co. 
of New Jersey, consisting of 149,852 
shares of preferred and 165,118 of com- 
mon. The New Jersey company was sub- 
sequently dissolved, and its assets, con- 
sisting of the stocks of companies making 
motors, parts, etc., taken over by the 
present corporation. 

The accompanying graph illustrates the 
subsequent changes in the capitalization, 
which raised the total from $44,215,830 
in 1911 to a total at latest figures of $456,- 
207,820. The stock of the New Jersey 

(Continued on page 184.) 
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New Orleans, Texas & Mexico Rail- 
way.—lIn a short review of this com- 
pany designed to lead up to the conclu- 
sion that its stock was selling too high 
and much out of line with other specula- 
tive rails, it was recently stated that its 
showing during the test period was due 
in part to accidental and temporary 
causes. It was pointed out that during 
the three years ended June 30, 1917, a 
substantial part of the net operating in- 
come was derived from the Government, 
which was moving many troops and sup- 
plies along the border in consequence of 
the disorders in Mexico. This is a fact. 

In following up this line of argument, 
it was stated that a substantial part of 
the operating income during Federal con- 
trol was derived from the same source. 
This, I am advised by the president of 
the company, is not a fact. 

While the actual income until Septem- 
ber 1, 1920, is based on standard return, 
operating results under Federal control 
are indicative of the company’s possibili- 
ties after the property has been restored 
to corporate operation. These possibili- 
ties, according to the management, were 
minimized, and it is contended on the part 
of the company that development of the 
road’s territory has made good the loss 
of Government traffic. 

Although this correction changes the 
path to the conclusion, it does not vitiate 
the conclusion itself, which was addressed 
solely to the price of the stock. Other 
roads, which earned as much or more on 
their stocks during Federal control, offer 
better speculations, for their stocks were 
and are selling lower.—R. 


Saxon Motor Car Corporation.—The 
recent decline in Saxon Motor shares 
from around 18 to below 10 has been ac- 
companied by reports of the dissolution 
of the stock underwriting syndicate. 
Whether or not this is the immediate 
cause of the decline, the price of the 
stock now looks low by comparison. 
However, I cannot agree that the com- 
pany’s prospects or apparent financial con- 
dition as portrayed in its balance sheet as 
of April 1, 1920, warrant even the cur- 
rent price of around 10. 

The Saxon balance sheet referred to 
shows total assets of $6,936,417. This 
includes a valuation of $4,557,229 placed 
on “good-will.” In a thorough discussion 
of this company in our December 13th 
issue this same high valuation on “good- 
will” was brought into question; I see no 
more basis for such a high valuation on 
this item now than there was then. 

Disregarding this good-will item en- 
tirely, Saxon’s assets amount to $2,379,- 
188. Preferred stock, accounts payable, 
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payrolls and taxes total $1,533,601. The 
difference is $845,587, which, applied to 
187,000 shares of common stock outstand- 
ing, amounts to about $4.50 a share. 

It may be said that the earnings of this 
company are more important than its bal- 
ance sheet as a basis for determining the 
values behind the stock. No figures on 
earnings are immediately available; how- 
ever, since I understand that Saxon is an 
assembling proposition and not a manu- 
facturer, I am led to believe that its ratio 
of profits will be smaller on the average 
than that of its manufacturing com- 
petitors. 

If, as has been stated in the press, the 
recent decline in Saxon has been actually 


the result of the dissolution of the under- ' 


writing syndicate, then the conclusion is 
that the stock originally advanced under 
an artificial stimulus and not as the re- 
sult of investment buying. Lacking that 
stimulus I am inclined to doubt that it 
will recover any great portion of its 
decline under present conditions —R. 
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Security Producing & Drilling Co.— 
The capitalization of this company is 
given in a recent circular as $500,000, the 
shares being of one cent par value. 
Aside from the fact that this capital, if 
issued in full, means a floating supply of 
50 million shares, the attractiveness of 
the offering is diminished by the offering 
price of 5 cents a share, or five times the 
par value. 

The claims of the interests who pre- 
pared the underwriting literature of the 
Security Producing & Drilling Co. are, 
to say the least, astonishing. “Only a few 
weeks old, and already a strong institu- 
tion with enormous possibilities,” they 
say. Particularly surprising is the fervid 
enthusiasm which “thousands of acres of 
leases” on land they do not even repre- 


sent as being developed or even partially 
proven inspires in them. 

A drawing from the cover-page of the 
circular announcing .the Security Pro- 
ducing & Drilling Co. offering is repro- 
duced here. As an example of contem- 
porary art in the school to which it be- 
longs, I believe it is almost unique. 

I would prefer to avoid securities en- 
dorsed in such glowing generalities and 
advertised with so much art and so few 
significant facts. The Security Producing 
& Drilling Co. may eventually prove a 
top-notch oil producer, but the literature 
circulated by its sponsors does not give 
that impression.—R. 


Cuban-American Sugar.—My first 
objection to this security is the broad one 
that when a_ liberal recapitalization or 
splitting up of stock occurs, this gives an 
unusual opportunity to original stock- 
holders to get out from under, such as 
they did not possess prior to the recapi- 
talization. 

Quite true the sugar situation is un- 
precedented, but good judgment dictates a 
strong restraint of enthusiasm when the 
price of the product is high. That is 
usually the best signal to sell out and 
Stay out. 

Another unfavorable feature: a regular 
$4 dividend will take $4,000,000 annually, 
and an assumed $7'rate on $10 par will 
require $7,000,000 annually. The highest 
dividend disbursement formerly was on 
the average $2,000,000 annually, and that 
rate only prevailed during good times. It 
may be that good times will last another 
year or two but the stock must commence 
to discount sooner or later the difference 
between a $1,000,000 to $2,000,000 annual 
requirement for dividends, and the new 
rate requiring from $4,000,000 to $7,000,000. 

The sugars have had a belated rise as 
a group compared with all others, and for 
this reason they would probably continue 
to rise somewhat even while the averages 
of the industrials were yielding. But this 
does not mean that the best part of the 
rise is not over. The buyer of Cuban- 
American Sugar would just now have to 
depend on good luck rather than good 
management in his choice, I believe. 

The sugar companies are making hay 
while the sun shines. It was lucky for 
them the Government did not take over 
the crop when offered. But this state of 
things cannot last for ever, and it seems 
only a question of time when competition 
from the beet sugar growers both here 
and abroad will become a factor. And 
from all accounts, foreign producers are 
already getting in good shape to give the 
present monopoly some tough opposition. 
—D. 
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What Valuations Show for the Railroads 


By G. H. STEVENS 


Those Showing Greatest Excess Are in New England and Will Have Difficulty in Earning 


HE testimony of Thomas W. Hulme, 
vice-chairman of the Railway Ex- 
ecutives’ committee on valuation, at 

the rate hearing before the Interstate 
Commerce Commission, wherein he 
showed that the tentative and prelimi- 
nary valuations of fifty railroads was $3,- 
203,782,543, compared with book values of 
$3,158,275,156, was hailed as the most 
favorable railroad development since the 
properties were returned to corporate con- 
trol. While this may be true of the roads 
as a whole, it is better to consider them 
separately, since there is no opportunity 
to buy any security representative of the 
whole fifty. 

All the figures represent reproduction 
cost now of operating railway property as 
of June 30, 1914, and the commission’s 
valuation of land as of the same date. In 
a few cases the figures had been previ- 
ously announced and were known as ten- 
tative valuations. In most of the cases 
the figures represent the totals of prelim- 
inary engineering and land reports, a few 
of which had been informally announced 
by the companies but not by the commis- 
sion, 

On the one hand, the figures are not 
adjusted for depreciation, which has been 
considerable in the tentative valuations an- 
nounced. On the other, no allowance has 
been made for appreciation, which would 
certainly reach 75% on road and equip- 
ment, but not on land, if cost of reproduc- 
tion were determined as of June 30, 1920. 

It has been suggested by railroad ex- 
perts, but not conceded by the commis- 
sioners, that an index number represent- 
ing wages and cost of materials over a 
period of years be used to weight the re- 
production costs as of any given date in 
order to cover fluctuations in these items. 
As it is obviously impossible to change 
valuations with rising and falling com- 
modity, prices and wages, it is believed 
that in this way a valuation can be reached 
that will be fair and representative of 
costs over a long period. 

In the absence of an agreement on the 
subject, it is impossible to guess how ap- 
preciation through rising costs will bal- 
ance depreciation through use. Thus, the 
figures can only be accepted as they are or 
totally rejected. 

Only Few Roads Benefited 


In considering excess and deficiency 
from book values, the individual com- 
panies fall naturally into four classes— 
those with higher valuations and capable 
of earning more than 6% on the higher 
valuations; those with higher valuations 
and not so capable; those with lower val- 
ulations and capable of earning more than 
6% on book values; those with lower val- 
uations and not so capable. 

Of the four classes, it is clear that only 
those in the first will profit greatly from 
the valuation figures. Chief among these 
are Great Northern, Big Four, Nashville, 
Chattanooga & St. Louis, controlled by 
Louisville & Nashville, Vandalia and 
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6% on Their Investments 


Terre Haute & Peoria, both of the latter 
being part of the Panhandle, controlled 
by Pennsylvania. It is possible that under 
higher freight rates Rock Island would 
also fall in this class. 

With the exception of the roads named, 
most of the excesses are shown by the 
New England roads, prominent among 
which are New Haven, Boston & Maine 
and Maine Central. In the case of these 
three roads, a large part of whose invest- 
ment is in right-of-way and terminal 
lands, it is a question whether a level of 
freight rates that would return 6% on 
their respective investments would be a 
feasible level. Even under present rates, 
motor trucks are making inroads on the 
traffic of these companies, and it is clear 
that, if private right-of-way becomes too 
valuable, freight will move over rights-of- 
way provided by the public with little or 
no cost to the operator: Rock Island, with 
a large proportion of long-haul business, 
would not be subject to these conditions. 
A substantial part of its excess, amount- 
ing to about $45,000,000, is probably made 
up of Chicago right-of-way and terminal 
purchased in early days when it was 
prairie land. 

Union Pacific System, with a long 


the large excess found for Central of 
Georgia on account of its large stock in- 
terest in Illinois Central, which controls 
Central of Georgia. 


Southern Pacific Subsidiaries 


Two of Southern Pacific’s subsidiaries 
suffer through the valuations. In the case 
of Arizona Eastern; which Southern Pa- 
cific owns, the valuation is placed at $12,- 
957,069, compared with a book value of 
$19,227,648. Northwestern Pacific, of 
whose $35,000,000 stock Atchison and 
Southern Pacific each owns half, shows a 
big shrinkage. Its valuation of $38,153,193 
would leave only about $13,000,000 for the 
stock after providing for the $25,000,000 
bonds, or about $35 a share. 

Southern Railway, through Southern 
Railway of Mississippi and Mobile & 
Ohio, gains about $10,000,000 above the 
aggregate book values of the two prop- 
erties. 

Taking up some of the smaller com- 
panies, the $13,540,789 assigned as the 
value of Ann Arbor would show about $30 
a share for the $3,250,000 common stock. 

The valuation of Pere Marquette, after 
providing for the bonds and both classes 











RAILROAD VALUATIONS AND BOOK VALUES COMPARED 


Road 
Great Northern 
Rock Island 
New Haven 
Boston & Maine 
Big Four ... 


Oregon- Washington Railroad & Navigation Co... 


Minneapolis, St. Paul & Sault Ste. Marie 
Oregon Short Line 

Chicago & Eastern Illinois 

Central of Georgia 

Pere Marquette 

Texas & Pacific 

Maine Central System 

Western Pacific 

St. Louis Southwestern System 
Spokane, Portland & Seattle 

Nashville, Chattanooga & St. Louis 
Vandalia, Terre Haute & Peoria 
Kansas City Southern System (T) 
Mobile & Ohio 

Florida East Coast 

San Pedro, Los Angeles & Salt Lake.... 
Elgin, Joliet & Eastern System (T) 
Northwestern Pacific 


necring and land reports. 


(T)—Tentative valuations already announced. 


Book Investments 
$384,273, 863 
341,401,305 
195,505,844 
195,903,526 
144,375,812 
156,642,559 
116,953,635 
118,094,103 


Reproduction Cost and Land 
$418, 204,335 
$88,601,208 
319,599,023 
276,528,128 
159,269,845 
143,347,128 
114,701,111 
109,685,219 


86,985,845 
94,250,627 
61,266,414 
42,066,246 
42,633,891 
101,050,970 
45,897,658 
48,207,859 
76,391,398 
38,683,120 
65,984,697 


50,935,758 
47,966,920 
47,226,043 
39,805,501 
38,153,193 


All others are based on preliminary engi- 








record for having earned more than 6% 
on its investment, is made up of Union 
Pacific proper, Oregon Short Line and 
Oregon-Washington Railroad and Navi- 
gation Company. The two latter are in- 
cluded in the valuations and show a defi- 
ciency of about $17,000,000 from their ag- 
gregate property accounts. If the valua- 
tion of Union Pacific proper shows a sim- 
ilar deficiency, the amount the system can 
earn before a division of excess will be 
considerably less than heretofore  esti- 
mated. The San Pedro, Los Angeles & 
Salt Lake is owned jointly by Union 
Pacific and William A. Clark. The value 
of $47,226,043 assigned to this property is 
considerably short of the $59,022,000 first 
mortgage bonds, of which $29,511,000 is 
owned by Union Pacific. 

Union Pacific profits indirectly through 


of preferred stock, would leave about 
$10,000,000 for the $45,000,000 common, or 
about $22 a share. 

Duluth, South Shore & Atlantic, con- 
trolled by Canadian Pacific, is assigned a 
value of $20,170,838, or just enough to 
cover its bonds. This not only leaves 
nothing for the preferred and common 
stocks, but nothing for the $3,000,000 in- 
come certificates held by Canadian Pacific. 

The $51,262,747 valuation shown for 
Kansas City Southern, after providing for 
the $48,000,000 bonded debt, would leave 
about $3,000,000 for the $21,000,000 pre- 
ferred, or about $15 a share. 

St. Louis Southwestern System is as- 
signed a value of $66,668,507, which would 
leave a margin of about $9,500,000 for the 
$19,893,650 preferred stock after taking 

(Continued on page 220) 
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Bethlehem Motors Corp. 








Young Truck Company Has Had An Encouraging 


Start 


Last Year’s Consolidation Produced Efficient Organization — Branching Into Passenger Car 
Production — Rapid Development of Foreign Business 


ETHLEHEM MOTORS was organ- 

ized late last year as a consolidation 

of the North. American Motors Co., 
which had made but a mediocre success 
before 1919, and the old Bethlehem Mo- 
tors Corporation of New York. The com- 
bination was formed to secure greater 
manufacturing efficiency, as the North 
American’s plant was in Pottstown and 
Bethlehem’s in Allentown, both in Penn- 
sylvania, thirty-five miles apart. 

At the same time the financial structure 
of the companies was simplified, the new 
company taking over all their stocks, in- 
cluding a preferred issue for the old 
Bethlehem, and also clearing up certain 
intercorporate obligations between North 
American and Bethlehem. The manu- 
facturing capacity of the two plants at 
the time of incorporation of the new com- 
pany was about 3,000 trucks; now capacity 
is about 15,000 and actual output some- 
thing like 4,800 annually, with hopes of 
eventually reaching the rate of 8,400 an- 
nually by the end of June. 

The company is in a strong position 
from the mercantile point of view, as it 
has already unfilled orders for some 3,000 
trucks. Its product appears to have met 
a peculiarly wide demand in Great Britain, 
as late last year a single order from that 
country came in for 4,000 trucks. Ship- 
ments were begun at the rate of 100 
trucks a month, and have since been on 
this order increased as the result of en- 
larged production capacity at the plants 
to 150 trucks a month, or enough to keep 
the company going at this rate for more 
than two years. 


P ger Car Development? 


The company’s capacity of some 15,000 
motors annually leaves a fair-sized mar- 
gin over its prospective production of 
trucks. The management has decided to 
try expansion into the field of pleasure 
vehicles, and the first few cars have al- 
ready been turned out. They are being 
sent to England to be tried out, and if 
their success is as decided there as that 
of the company’s trucks, the company will 
lay out production schedules for quantity 
output. 

As so large a proportion of the com- 
pany’s business is export, with the out- 
look for improving exchange rates and 
generally better conditions in the bigger 
countries of Europe, Bethlehem’s business 
may well be expected to improve. In so 
far as its domestic business may be af- 
fected in case of a depression to industry 
as a whole, Bethlehem is in better posi- 
tion than a company manufacturing pleas- 
ure cars, as its product is more staple. 
The economies obtainable under certain 
conditions through the use of motor trucks 
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instead of shipping by rail may also be 
expected to have an increased appeal if 
margins of profit begin to be cut down 
and if the railroads get a general increase 
in freight rates. As for the company’s 
pleasure car business, it is doubtful that 
the company will be able to get going 
fast enough to get much of the cream of 
this business before strong competition 
sets in. 


Bethlehem’s Organization 


Bethlehem Motors originally issued 
130,000 shares of no par value to purchase 
$840,400 par value of the preferred and 
42,050 shares of common of no par value 
of the Bethlehem Motors Corporation of 
New York and $200,000 par value at $100 
a share of the North American Motors 
Co. of Pennsylvania, as well as to supply 
$1,000,000 of working capital. In the 13 
months ending Dec. 31, 1917, the North 
American Motors Co. sustained a net loss 
of $5,215, to which was added a loss of 
$22,390 in the six months ending June 30, 
1918. In the twelve months ending June 
30, 1919, however, the company recovered 
rapidly, making profits of $365,626 or 
nearly 180% on its capitalization, indicat- 
ing that it had the makings of a good 
earning power. 

In the year ending June 30, 1919, Bethle- 
hem of New York earned over $3 a share 
on its common after deductions for pre- 
ferred dividends, and paid out $1 early 
in 1919. The first balance-sheet issued by 
the new corporation indicated a working 
capital of some $11 a share and net tan- 
gible assets of about $18 a share, exclu- 
sive of $500,000 carried on the books as 
good-will. 

Towards the end of December the com- 
pany floated an issue of 43,324 additional 
shares of no par value at $28 a share, the 
purpose being to obtain additional work- 
ing capital. Its income statement for the 
five months ending November 30, 1919, 
showed net earnings of $140,681 or $1.08 
a share, an annual rate of nearly $2.60. 
At the same time it was explained that all 
these earnings were made in the last two 
months of this period, the other three 
months having been taken up with the 
process of reorganization. At this rate 
the company should earn $6.48 a share for 
the entire year. 

Its balance-sheet of some five months 
later shows some interesting changes. 
While the property account shows an in- 
crease of over $500,000, cash has fallen 
from $1,121,673 to $283,399, indicating the 
company’s policy of expansion and the 
consequent decline in working capital, ex- 
clusive of accounts payable, which jumped 
$600,000, indicating the growth of the com- 
pany’s business.:. The conversion of ready 


cash into fixed property and accounts 
which take time to liquidate had tied up 
the company’s resources to the point 
where it had to go into the market for 
fresh capital. 


Capitalization 


Bethlehem Motors is now capitalized at 
183,334 shares of no par value, all but 
10,000 of which have been issued. It had 
a small funded debt, amounting last June 
to $96,000, but has paid this off. At the 
present time its asset value amounts to 
somewhat under $23 a share, assuming 
that all shares sold last December were 
paid for at the rate of $28 a share in 
cash and deducting good will, reserves 
of one kind or another and carrying other 
items as of last November. 

Estimated earning power is apparently 
about $6.50 a share, with production on 
the increase, and consequently greater 
economies are possible. The new com- 
pany has paid no dividends since its or- 
ganization, but the outlook is fairly prom- 
ising for initial disbursements by the end 
of this year if business holds up well 

Compared with General Motors com- 
mon, an analysis of which appears in this 
issue, Bethlehem Motors looks much more 
attractive. Its asset values per share are 
greater, earning power on the smaller 
capitalization is apparently superior, there 
are no securities preceding the stock, and 
the nature of the product is such as to 
make the company less susceptible to de- 
clines in the general level of prosperity. 
At current prices of about 21 it would 
seem to be as attractive a purchase as any 
of the motor stocks listed on the New 
York Stock Exchange.—vol. 25, p. 155. 


SAVE AND FORGET 


“I’ve come to the conclusion,” said 
Elsie Janis recently, “that the best way 
to save money is to learn to forget. If 
you want something badly that you know 
you can’t afford, think it over, take the 
money and put it away and then forget it. 
You will find that you can live without 
the object you desired—and you can make 
ends meet without the money you would 
have paid for it. 

“The life of a real money maker is about 
fifteen years. Once you learn to make it, 
it comes easy, but unless you learn to 
save it, it goes easier. People rarely 
sympathize with a person who has had 
money and lost it. Of him the world 
says: ‘Poor boob, he had his chance. 
Why didn’t he hang on to it.’ 

“IT am beginning to sound like Mrs. 
Shylock, but really I am sincere. Save 
and forget—and they never will give a 
benefit for you in your old age.” 
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New York’s Rapid Transit Problems 


Getting the Capital to Improve Facilities—Facts Which Were Not Brought Out Before the 
Board of Estimate—Futility of Rehashing the Past 
By FRANK HEDLEY, President Interborough Rapid Transit Co. 


I AM asked by THe Macazine or WALL 
Street to tell its readers what I think 

is the most important consideration 
in the rapid transit situation. I would 


say emphatically, the welfare of the com- 


munity. P 

But the welfare of the community and 
the welfare of its public utilities go hand 
in hand. Nothing is more important for 
the prosperity of New York than effi- 
cient transit service and transit service 
cannot be made efficient without pros- 
perity. The situation is quite parallel 
with that of the railroads. To carry the 
nation’s business there must be adequate 
railroad facilities and such rates as are 
necessary to provide them. The prime 
beneficiary of a strong and adequate 
transportation system is not the trans- 
portation company or its managers, but 
the public. 

The newspapers report that New York 
City, according to the census just com- 
pleted, has gained 1,000,000 population 
since the last census. Without additional 
rapid transit lines what will the conges- 
tion be in a few years? New subways 
could not be built under five years—at 
probably double the expense of the orig- 
inal subway—and a preliminary period of 
planning and negotiations might take any- 
where from one to three years. 

The prime fact outstanding is that with 
such railroads as the Pennsylvania and 
New York Central being forced to bor- 
row funds for development and equip- 
ment at an expense to themselves of 
7\%4% or even more, not a cent of private 
capital could be secured for building new 
subway lines, under present conditions, 
at a five-cent fare. 

The subways are the most efficient and 
safest passenger carrying transportation 
service in the world. The Interborough 
operates more than 7,000 trains a day, at 
a speed and under headways approached 
by no other city in the world. Yet even 
with every factor in a very complex oper- 
ation’ working perfectly, not enough 
trains can be put through the subways, 
East Side and West Side, to handle the 
rush hour crowds in comfort. 


Riding Habit Grows 


Not only is our population increasing; 
the “riding habit” is increasing. 

In 1872, the number of rides taken by 
every inhabitant of the city on the aver- 
age was 147 a year. In 1910 it had in- 
creased to 321 a year; in 1915, to 345; in 
1919, to 370; and, at the present time, it is 
estimated to be about 380 a year. 

So that an addition of another million 
inhabitants means not the addition of 
1,000,000 rides every year, but 380,000,000 
rides per year, supposing that there is no 
further growth of the riding habit. 

One might comment, at this point, that 
this increase would be all to the benefit of 
the Interborough. The fallacy of that is 
the thought that each ride given by the 
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Interborough is a source of profit, where- 
as the fact is that expenses—due to in- 
creased cost of labor and materials—have 
increased faster than the income. 

Despite the remarkable increase of 
traffic within the last nine months, the 
Interborough will not, for the year end- 
ing the 30th day of June, have earned the 
interest on its bonds by a very substan- 
tial sum, saying nothing of dividends. 
And every one of these bonds represents, 
dollar for dollar, an actual cash invest- 
ment to provide rapid transit to this city. 

The point that I wish to impress is that 
the problem is distinctly one of present 
conditions and ways and means to solve 
it now. It is not a problem that can be 
sclved by any recurrence to mistakes, or 
worse, in previous years, private or pub- 
lic. The prime thing to be done is to re- 
store the investor’s confidence. Mr. Har- 
low C. Clark puts the thing tersely in a 
recent article in which he says: 

“The business of restoring the invest- 
or’s confidence is the business of the pub- 
lic as well as that of the operators of the 
properties. It can be done only through 
readjustment of the relation between the 
public and the companies. There must 
be co-operation instead of antagonism be- 
tween the two. To unearth corporation 
sins of former years, even to bring com- 
panies to justice for such sins, might be 
satisfactory to a large portion of the pub- 
lic, but it in no way assists in restoring 
and continuing service.” 


Board of Estimate Investigation 

This leads me to say a word in refer- 
ence to the investigation of present condi- 
tions by the Board of Estimate. How- 
ever valuable any facts may be which this 
investigation has unearthed, I regard it 
as distinctly unfortunate that the vast 
amount of labor expended has not been 
directly centered upon the question of 
maintaining and improving present tran- 
sit facilities and providing for impera- 
tive establishment of new lines. 

Out of this investigation has come, un- 
fortunately for the public, an almost con- 
tinuous flow of interpretations of testi- 
mony given before the Board, a large 
part of which, owing to the fact that none 
of the companies were allowed the privi- 
lege of cross-examination of witnesses or 
introduction of testimony on their own 
behalf, has been not only misleading, but 
in numerous cases positively incorrect as 
to facts which could easily have been ob- 
tained from authentic sources. 

For example, THE MAGAZINE or WALL 
STREET printed in its issue of March 20, 
1920, an article by Max Winkler, Ph. D., 
entitled: “What Ails Interborough Rapid 
Transit — Over-capitalization and Poor 
Management Responsible for Financial 
Embarrassment—Rapid Increase in Rev- 
enue Passengers and Growth of New 
York City.” 

The article says: “The pronounced in- 
crease in revenue passengers yielded sub- 


stantial profits from the operation of the 
subway lines, greatly exceeding the aver- 
age income of previous years.” 

The answer to this statement is found 
in the following facts reported to the 
Public Service Commission under oath. 

The net corporate income from the 
operation of the subway and elevated 
lines during the past ten years has been 
as follows, for years ended June 30th: 


*Including first dividend, 15%, or $900,- 
000, on capital stock of the Rapid Trans. 
Sub. C. Co. 

tDeficit. 

Illustrating Dr. Winkler’s article is a 
chart purporting to show the number of 
passengers carried by the Interborough 
Rapid Transit Company and to show 
also the growth of population in the city 
of New York from 1860 to the present 
time and projected to 1950. It is pre- 
sumed that this chart refers to the In- 
terborough Rapid Transit, for its title, 
printed upon the chart, says: 

a me 
Increase in Gross Revenues and Growth 

of New York City Projected to 1950 

Of course, the Interborough- Rapid 
Transit Co. was not in existence in 1860, 
nor 1870, nor 1880; but beyond that the 
chart is incorrect for it purports to show 
that the Interborough Rapid Transit Co. 
carried in 1910 1,400,000,000 passengers, 
whereas, as a matter of fact, the figures 
from reports to the Public Service Com- 
mission show that the company carried 
562,788,395. 

The chart represents the traffic for 1920 
at 2,000,000,000, whereas facts from sworn 
reports show that for nine months ended 
March 31, 1920, ‘the company carried 
702,981,440, indicating with full allowance 
for probable increase, a total passenger 
traffic for the year ending next June 30 
of 955,000,000 instead of the 2,000,000,000 
shown by the chart. 

Dr. Winkler next says: 

“According to John H. Bauer, statisti- 
cian attached to the Corporation Coun- 
sel’s office, $50,000,000 should be written 
off the company’s claimed investment in 
the subways, since this figure represents 
capitalization now resting on the lines 
which should not have been issued at all 
or which has not been maintained out of 
earnings.” 

Statistician Bauer in the hearing to 
which reference is made could not be 
cross-examined. The $50,000,000 which 
he thus describes would exclude from the 
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capital accounts of the company, among 
other things, $11,000,000 spent in actual 
construction work of the Brooklyn exten- 
sion (from Park Row and Broadway to 
Atlantic Avenue in Brooklyn including 
the East River tunnel, through which we 
nqw transport 150,000,000 passengers an- 
nually) ; $7,760,000 expended in construc- 
tion and equipment of the Belmont 
(Queensboro) Tunnel; $8,000,000 of the 
cost to the Interborough company of the 
work of equipping the subway for ope:- 
ation under Contracts 1 and 2, and makes 
no allowance whatever for the unavoid- 
able debt discount and expense necessary 
in financing the construction and equip- 
ment of the subways so far as the same 
had to be carried through by the Inter- 
borough company or its subsidiaries, the 
Rapid. Transit Subway Construction 
Company and the Subway Realty Com- 
pany; and moreover, ignores the require- 
ment for a working capital without which 
such an enterprise could not be success- 
fully launched. 

In relation to the payment of dividends, 
Dr, Winkler likewise falls into errors 
which could easily have been avoided by 
inspection of the Public Service reports, 
For example, he says: 

“Payment of a 10% dividend was main- 
tained during 1919,” whereas the fact is 
that in 1919 only one dividend payment 
was made; the payment of 24% paid on 
the 2nd of January for the quarter ended 
December 31, 1918. 

It is apparent that there has been 
much public misconception of the nature 
of the “investigation” of the traction sit- 
uation in New York by the Board of 
Estimate and Apportionment. 


The proceeding was not one in which 
the companies could, of their own mo- 


tive, put on witnesses, either to give 
direct testimony or testimony in rebuttal 
of that given by preceding witnesses. The 
Interborough could offer testimony only 
by courtesy of the Board, not as a right. 

It #s therefore not surprising (especial- 
ly in view of the public statements and 
announcement of final judgment by many 
members of the Board before the pro- 
ceeding had much more than begun) that 
the published reports of the testimony 
should have given the matter a sinister 
coloring. 

Two points, however, in weighing the 
merits of this class of testimony, should 
be borne in -mind. 

1, All these matters were given full 
publicity in both the Ivins investigation, 
preceding the dual contracts, and in the 
Thompson investigation, after the dual 
contracts had been executed but before 
they had gone into effect. The dual con- 
tracts were made after years of study, 
constant agitation and complete study. 
The interests of the city were in the 
hands of such men as Seth Low, George 
McAneny, Morgan J. O’Brien, E. H. 
Outerbridge and others of like standing, 
assisted by able counsel’ and competent 
engineers and financial advisers. 

Reversion, therefore, to factors which 


were taken into full account in making’ 


the contract would seem to be far afield 
as related to the present situation and 
fairly estopped from further considera- 
tion, as things already adjudicated. 

The gravity. of the problem of rapid 
transit is obvious. But to preserve and 
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develop the facilities already in exist- 
ence and especially to provide new lines 
which the rapidly growing city already 
needs calls for constructive action which 
depends wholly upon other factors than 
those long since upon the record. 

2. Of more recent history: The decla- 
ration of dividends from the company’s 
earnings, particularly in the years 1917, 
1918 and 1919, after this country entered 
the war has been the subject of the most 
criticism. 

A return to the city upon its own rapid 
transit investments depended upon an 
adequate fare. Moreover, without an ade- 
quate fare the city would be compelled to 
meet the interest upon its rapid transit 
bonds by taxation. These weighty con- 
siderations, it was natural to suppose, 
would not be ignored by the city, for to 
do so would not only impose an added 
burden upon the taxpayers, but would in- 
volve. neglect of the opportunity to re- 
move from the constitutional debt limit 
an amount of credit equal to the rapid 
transit investment. 

But whether the declaration of the 
dividends was wise or unwise, this much 
should be said: 

(a) The dividends were declared from 
earnings, not from capital, hence were 
lawful in every respect. 

(b) No funds to the use of which the 
public had a right were used as divi- 
dends. If the company was unwise it 
was at the expense of its security holders. 
To hold that the company should have 
used its* moneys, earned from former 
years, to meet increased operating ex- 
penses due to the war is to hold that the 
car rider should not be expected to pay 
the added cost of his ride by an ade- 
quate fare, but that the added cost of his 
ride should be given to him out of the 
company’s surplus at the expense of in- 
vestors. There is no legal foundation 
for such a claim. 

It is true that a more conservative divi- 
dend policy—if its wisdom could have 
been as clear then. as now—would have 
strengthened the company’s present posi- 
tion, but it is not true that the car rider 
would have had any fair claim upon the 
company’s reserved resources in disregard 
of the rights of investors. 

Even had such dividends not been de- 
clared the problem of payment for the 
added cost of riding would still have 
arisen, a problem which can be solved 
equitably and in right only when the car 
rider pays the proper cost of his ride. 


Note—My article on I. R. T. was in- 
tended to be merely an account of what 
the Board of Estimate hearing revealed. 
Hence the introductory statement that 
“the hearings revealed some interesting 
facts” and avoidance of voicing an opin- 
ion concerning them. 

The sentence quoted by Mr. Hedley in 
regard to “substantial profits from the 
operations of the subway lines greatly 
exceeding the average income of previ- 
ous years,” was based upon a statement 
made by Statistician John F. Bauer be- 
fore the Board: “For the calendar year 
1920 the subway will probably earn above 
proper interest and other fixed charges 
at least $6,000,000.” Such a sum would, 
cf course, greatly exceed previous earn- 
ings. 


The chart which accompanied the arti- 
cle was intended to show the growth of 
the city of New York since 1860 and the 
steady increase in revenue passengers for 
the corresponding period. Since the sub- 
ways were not incorporated until May 6, 
1902, the chart shows passengers carried 
annually by the entire system, i. e., com- 
panies taken over and controlled by or 
affiliated with the organization. 

I had no intention of either corroborat- 
ing or criticizing Dr. Bauer’s statement 
as to the overcapitalization of the sys- 
tem. I merely quoted his conclusion as 
presented to the Board of Estimate. 

In regard to statement concerning the 
payment: of dividends I intended to say 
that the 10% rate was maintained into 
the’ fiscal year 1919. I made an error in 
saying “during” that year. 

Mr. Hedley has ‘apparently overlooked 
the fact that the purport of the article 
was to show what had been brought out 
at the hearings before the Board. It is 
quite natural that his own views should 
not in all respects coincide with the tes- 
timony given there—Max Winkler. 


EFFECTS OF THE WAR ON 
AMERICAN INDUSTRY 
(Continued from page 154) 


Another aftermath of the war was over- 
extension of plant facilities. Plants which 
expanded during the war in the hope of 
receiving large orders from the Govern- 
ment, now find it difficult to keep busy. 
The articles they produced during the 
war, and for which they were machined 
and equipped, now have no market. They 
have been forced to cast around for some 
new article for production. In their haste 
to put their plants to work many of these 
articles have been poorly selected. Other 
plants entered the wrong fields of produc- 
tion—fields which they were not equipped 
to enter either from the standpoint of 
machinery or experience. Many others 
were overcapitalized and are now suffer- 
ing from its burdens, while still some 
more are forced to carry an overhead 
as the result of wartime expansion, that 
they are finding difficulties in meeting. 

What is the way out? 

We are living in the age of new in- 
dustry. Old standards must be cast aside. 
Present-day necessities have made the 
principles upon which industry has here- 
tofore been conducted untenable. 

If costs are to be lowered, new and 
cheaper materials and new processes must 
be evolved. New methods of production 
must also be discovered. In this, mechan- 
ical devices and equipment for reducing 
the number of operations and cost of 
handling will play a leading part. We 
must also avoid multiplicity of operations 
and an endless variety of manufactured 
articles and limit ourselves to standard 
articles capable of production at high 
speed, or, better still, quantity production. 

Nothing will be gained by the repres- 
sion of industry or by revolutionary 
changes hastily decided upon. That has 
been too much the trouble with industry 
in the past. Industry of all kinds should 
be encouraged, for with a properly con- 
structive policy applied to its industries 
the United States will remain the greatest 
industrial producing nation of the world. 
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Philadelphia Co. 





A Gas-Oil Utility Hybrid 
Oil Profits Not Large in Past, But Should Increase—Electric Light Operations Stable—Street 
Railway May Emerge from Receivership 


HE Philadelphia Company has had a 

T romantic corporate career, if one 

may judge by the various titles it 
has had since the time, nearly fifty years 
ago, when it first came into being by spe- 
cial act of the Legislature of Pennsyl- 
vania: 

1871—Empire Contract Co. 

1873—Mexican National Ry. Co. 

1875—Commonwealth Contract Co. 

1879—Rio Grande Extension Co. 

1884—Philadelphia Co. 
Its early career is somewhat shrouded in 
obscurity, but from 1884 to 1899 the com- 
pany was engaged in supplying natural 
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gas to the cities of Pittsburgh, Allegheny 
and adjacent towns. In the latter year 
its utility functions were broadened by the 
acquisition of a number of street railway 
and lighting companies. 

The company’s title is somewhat of a 
misnomer, for it does not serve the city 
of Philadelphia—it might more logically 
be known as the Pittsburg Company. It 
is principally a holding corporation—being 
itself controlled by the United Railways 
Investment Co.—and the various ramifi- 
cations of the system are indicated in the 
accompanying graph. 

The company’s earnings from the va- 
rious departments for the twelve months 
ended Jan. 31, 1920, were: 

Natural Gas 

Oil 


Elec. Lt. & Power 


ee. Qe ers 114,397 


All Departments......... $11,174,140 


Previous, Year 11,610,705 


*Excluding operations of 
Rys. Co., in receivership. 
Has Not Suffered from High Costs 
Total revenues have steadily increased 
in the past ten years, but expenses have 
climbed still faster, the operating ratio 
rising from 37% to 51%. Fixed charges 
have not increased at the same rate, how- 
ever, with the result that net income 
available for dividends (as shown in the 
table) has remained fairly constant,- aver- 
aging about 9% on the common stock 
after deduction of the appropriation for 
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Pittsburg 


By OWEN ELY 


improvements and extensions, and about 
11% before such deduction. 

The Pittsburg Railways Company was 
placed in receivership in April, 1918, and 
its operations are not reflected in the 
parent company’s earnings since that date. 
With a ten-cent fare its earnings are now 
much improved and are said to be suffi- 
cient to cover the fixed charges. Under 
a decision of the U. S. Circuit Court 
this year, the Philadelphia Company is 
not liable for interest on the underlying 
bonds of the United Traction Co., all of 
whose stock is held by the Pittsburg Rail- 
ways Co. 

Earnings from the operations of oil sub- 
sidiaries, based on present record prices 
for Pennsylvania crude, should consider- 
ably increase the company’s income in 
1920. Formerly the earnings from this 
source did not amount to very much, but 
in 1919 they equalled over 11% of the 
total revenues, and returns for the latter 
months of 1919 indicated a rapid growth. 
Active development work has been car- 
ried on, but formerly the number of wells 
abandoned about equalled the number of 
successful drillings, so that total produc- 
tion in 1918 was only 111,422 as com- 
pared with 125,010 in 1916. Figures for 
1919 show an increase of nearly 45,000 
bbls., however, and doubtless the present 
high prices have considerably stimulated 
new development work. The Philadelphia 
Oil Company, organized in 1914, carries 
on the work of this department, the oil 
wells being located in Pennsylvania and 
West Virginia. 

The production of natural gas is the 
largest single source of the company’s 
gross income, and the company conducts 
an active drilling campaign, which in 
1918 resulted in bringing in about 170 
wells. The total wells owned or con- 
trolled grew from 1574 in 1916 to 1943 in 
1918, and sales of gas increased nearly 
one-quarter in two years. Two wells are 
in the celebrated McKeesport district, one 
of which was reported last year to be 
producing 8,000,000 cu. ft. of gas daily. 

According: to an announcement made 
June 4, the company has now been al- 


lowed to increase its rates for’ gas from 
37 cents per thousand to 47 cents, effec- 
tive July 1. Last year the company and 
its subsidiaries sold nearly 36,000,000,000 
cubic feet of gas, so that the ten cents 
additional income per thousand feet will 
mean perhaps $3,600,000 additional net in- 
come. It is impossible (because of the 
complicated relationships between parent 
and subsidiary companies) to estimate how 
much of this amount may accrue as ad- 
ditional net income to the Philadelphia 
Company. The entire amount of the in- 
creased revenue would be equivalent to 
over 8% on the company’s stock, but it is 
probable that a large amount of the new 
revenue will remain in the hands of the 
subsidiary companies. 

An additional source of income in the 
gas department may develop in the future 
through a favorable decision in the suit 
brought by the City of Pittsburgh to pre- 
vent discontinuance of the free gas sup- 
plied to the municipality under the fran- 
chise of 1884. This case is now before the 
state Supreme Court and will be argued 
in the fall. 

Sales of Electricity Rapidly Increasing 

Earnings of the Duquesne Light Co., 
which controls the electric light and 
power group, have not suffered materially 
from the recent rise in the cost of\ma- 
terials and wages. In fact, the operating 
ratio, which showed a rise from 55% in 
March, 1917 to 65% for the following 
year, was reduced to 60% for the year 
ended December 31, 1918. Owing to the 
rapid increase in business, net income 
would have shown a fair increase had not 
larger allowance been made for depre- 
ciation. Last year’s operations were con- 
siderably better than those of 1918; net 
inicome showing an increase of over 
$1,100,000. 

At its present price of about 38 the 
common stock (listed on both the New 
York and Philadelphia Stock Exchanges) 
yields only 8%, but it seems quite pos- 
sible that increased earnings in 1920 may 
well justify increased dividends, which 
would make the stock rather attractive 
at its present price.—vol. 25, p. 678. 
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Granby Consolidated M. S. & P. Co. 





Shares of Leading Canadian Producer Near Record Low 


Granby’s Temporary Troubles — Taxation Difficulties Still to Be Met— Indications of Mine 


HILE the copper companies as a 

group have all had a pretty hard 

row to hoe since the end of the war, 
Granby appears to have been hit harder 
than most. The recent publication of the 
earnings for the half-year ending Decem- 
ber 31, 1919, shows earnings of 33 cents a 
share, or at the rate of 66 cents for the 
year. These earnings amply justify the 
present dividend rate of nothing at all on 
the stock, a rate maintained since May, 
1919. 

Qn the otlier hand, at its current prices 
Granby is well below its low for the past 
six years or more, and is nearly at its 
low for 1920. It is possible, therefore, 
that the depression in the coppers gener- 
ally may have been overdone in this par- 
ticular case. 

Starting from the standpoint of produc- 
tion, we note that Granby is now produc- 
ing about 2,000,000 pounds of copper 
monthly, while its 1918 production was be- 
ween 3,600,000 and 3,800,000 pounds. 
Since then it has closed several of its 
mines, notably the Midas and Phoenix 
mines in Alaska, and its Grand Forks 
smelter, so that its present production is 
not so far from capacity as in the case 
of most American producers. 

The earnings figures, of 33 cents from 
June to December, 1919, and an operating 
deficit of over $6.50 a share for the year 
ending June 30, 1919, and inéluding five 
months of the war-time 1918 year, indi- 
cate that most of this business was not 
particularly profitable. Granby is a fairly 
low-cost producer, average costs being 
about 14 cents a pound, but in addition to 
»ver $4,200,000 of funded debt, the month- 
ly output of not more than 3,000,000 
pounds, probably, or $1,800,000 figuring 5 
cents profit to the pound, has to support 
$15,000,420 of stock, or an annual rate of 
$12 per share as the maximum, with no 
deductions for. taxes, depreciation or 
interest. 

From this figure are to be deducted, 
irst, depreciation ‘and. obsolescence, car- 
ried at $5 a share for the poor year of 
1919. In the second place, although 
Granby recently made a settlement with 
the Dominion of Canada and the Province 

f British Columbia for back taxes, run- 
ling from 1914 to 1917, taxes for 1918 and 
1919 still remain to be paid, not to speak 

f current ones. The payment alrcady 
made amounts to $1;000,000, and while we 
are no taxation experts, something tells us 
that taxes were scarcely reduced in Can- 
ada between 1917 and the present time. 
At the least, therefore, Granby is due to 
pay some $700,000 more in taxes, or be- 
tween $4 and $5 a share on its capital 
stock. 

Coming now to consider its bonded debt, 
we find $1,799,800 of the first mortgage 
convertible series “A” 6s, due May 1, 1928. 
Interest charges on this issue amount to 
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some $108,000 annually, while June 1 of 
this year Granby paid off $150,000 of these 
bonds. Sinking fund and interest require- 
ments amount to very nearly $2 a share on 
this issue, while on the new $2,500,000 
issue of 8% convertible debentures, put 
out in May of this year and due in five 
years, interest charges are $200,000 more, 
making a total of $3 a share deductions 
for bonded ‘debt, and assuming that the 
debentures will be refunded at maturity. 
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Assuming that Granby is running at its 
maximum, therefore, we find that on a 
profit margin of 5 cents a pound the com- 
pany’s gross profits will run about $12 a 
share, from which $8 must come annually 
for interest, depreciation and depletion, 
etc., while an unpaid balance of taxes re- 
mains of $4 to $5 a share and current 
taxes appear to run about $2 to $3 a share. 
What is left for dividend payments there- 
fore appears to be rather slim at best, and 
it must be remembered that Granby is now 
running at 2/3 of the production figures 
estimated above. If it is selling all its cur- 
rent production, therefore, it is earning 
some $8 a share gross before deductions, 
compared with some $4 a share for the 
half-year ended December 31, 1919. 

Some additional income will be brought 
in by Granby’s expansion into new fields of 
recent years. Through the expenditure of 
$7,000,000 in the last three years Granby 
has acquired a coal tract in the neighbor- 
hood of its copper mines at Cassidy, B. C., 
with some $7,000,000 tons of coal blocked 
out, said to be capable of producing 700 
tons of coal a day. By-product ovens have 
been erected with a daily output at the 
present time of 200 tons a day, but this 
coal is expected to be used in Granby’s 
own operations, so that the benefit derived 
from this source will lie in reducing pro- 
duction costs. 


Another new activity of Granby has 
been the construction of a modern saw- 
mill which can cut 8,000,000 to 10,000,000 
feet of lumber a season from Granby’s 
own timber territory. Granby also does a 
certain amount of custom smelting for the 
nearby small producers, but it is doubtful 
if these outside activities will help much. 

The ore reserves of Granby total some 

22,484,073 tons, but roughly half of this is 
low-grade silicious ore, running from 0.8 
to 2%. While ore of this character can 
be mined profitably, as the success of many 
of the porphyries like Utah and Chino 
indicates, it requires the installation of 
much new equipment for milling and con- 
centrating. While it is known that Granby 
officials think there are good possibilities 
in this low-grade ore and are developing 
it, successful handling in all probability 
will require still more financing, as Granby 
is in no shape to do much new construc- 
tion on the basis of its present financial 
position. 
. On the basis of the ore which Granby is 
now using, the Anyox mines have still 
some 11 years to go, figuring a consump- 
tion at present rates of 1,000,000 tons a 
year. Should the output go up to capacity, 
the mine would be good for somewhat less 
than eight years, but in that case the im- 
mediate utilization of the low-grade ore 
would be advisable, which would add 
much to the life of the property. 


Financial Structure 


Of the two bond issues spoken of above, 
the first mortgage series “A” are con- 
vertible into common stock at 100 or par, 
but the stock has not sold at this price 
since 1916 and is now selling at about 36, 
so that the privilege does not seem of 
great value for the time being. The de- 
bentures are convertible at $55, which 
sounds more reasonable in view of the 
present outlook for the market, and is a 
direct obligation of the company without 
a specific mortgage. Both bonds appear to 
have a medium degree of security from 
the standpoint of asset values and earn- 
ings, but at current yields of some 6.80 
and 8.00% we think that better short term 
bonds might be picked. 

Of the capital stock there are outstand- 
ing some $15,000,420, par being $100. The 
dividend record of the stock has been most 
uneven, as the accompanying figures show, 
and in past years its price seems to have 
greatly overvalued its earnings and divi- 
dend possibilities. Its present price is not 
far from the low of 31, to which the 
February depression carried it, so that it 
has fair prospects for improvement for a 
short turn. Even in this respect, how- 
ever, we think that Utah and Anaconda 
are superior, while their outlook is con- 
siderably better for the long pull.—vol. 25, 
p. 770. 
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Tonopah Divide 





A Well-Directed Mining Venture 


Conservative Management Has Made Business-Like Development of Tonopah Divide—Analysis 


HE Tonopah Divide Mining Company 

is a good example of a well-managed 

,mining enterprise. Its property is be- 
ing developed in a thoroughly business- 
like manner, and its officers are not allow- 
ing themselves to be stampeded into the 
expenditure of money for expensive min- 
ing or milling equipment before they know 
what they need. 

If the management continues its present 
conservative policy of prosecuting develop- 
ment work, and sending to custom mills 
only the ore recovered from development 
operations, and such additional ore as 
must be mined from stopes in order to 
pay all expenses and accumulate a small 
surplus, then the original stockholders, 
and those who purchase treasury stock at 
a reasonable price, may feel confident of 
getting a fair run for their money. 

Ore Shoots Being Developed 

The company’s property consists of 
fourteen claims and fractions having a 
total area of approximately 160 acres, and 
covering about 1,700 feet along the strike 
of the main vein or mineral zone i 
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feet. As- many headframes are standing 
as evidence of “stock jobbing” schemes of 
irresponsible promoters. Probably not 
over twenty-five or thirty of these shafts 





Mr. Harry J. Wolf, writer of this 
article, is a mining engineer. His 
analysis of Tonopah Divide was pre- 
pared after a thorough investigation 
of the property. 











are in operation, and the mining ventures 
having real merit in the district might 
easily be counted on the fingers of one hand. 
At this time the Tonopah Divide prop- 
erty stands out above its neighbors as the 
most promising venture in the district. 


Development Thorough 
The mine is developed by a double- 
compartment shaft, 4%2 by 7% feet, now 
sunk to a depth of 800 feet. Crosscuts 
have been driven from the shaft to the 


of Ore—Fair Price for the Stock 


According to the last available report 
of the consulting engineer, the entire mine 
was carefully sampled during the latter 
half of 1919. Owing to the very erratic 
distribution of values and the lack of well- 
defined vein walls, the calculation of re- 
serves was found to be more than ordi- 
narily hazardous. By assuming that the 
areas exposed in the different levels were 
representative of the ore bodies, and by 
making reasonable allowance for contin- 
uation beyond faces which expose a block 
of ore ‘only on-one side, and by allowing 
for a normal admixture of waste rock in 
mining, the developed and probable first 
class ore was estimated, as of December 
31, 1919, at 52,000 tons averaging 20 
ounces silver and .08 ounce gold per ton, 
containing a total of 1,040,000 ounces sil- 
ver and 4,160 ounces gold. With silver at 
a dollar an ounce, the gross value of this 
material would be about $1,123,000. In 
addition, there was estimated as second 
class material, including gold ore and 
material on dumps, 16,000 tons averaging 

125 ounce gold and 5.12 ounces 





which has received most of the 
development work. This main 
vein is a mineralized fault frac- 
ture with a nearly vertical dip, 
and a strike northwest and 
southeast, passing continuously 
through the property and into 
adjoining ground on either side. 
The enclosing rock is rhyolite 
breccia, and in places a rhyolite 
dyke has been intruded along 
the fracture. Intense leaching 
accompanies the fault zone, 
which in places exceeds 100 
feet in width. Leaching and 
oxidation continue unchanged 
to 585 feet, the lowest level 
opened to any extent. Assays 
indicate that silver and gold 
occur in appreciable quanti- 
ties throughout the vein zone, 
but the payable ore as deter- 
mined by development to date 
occurs irregularly as lenticular or chim- 
ney-shaned masses along the vein zone. 
These ore bodies usually occur at 
points where there is strong cross fractur- 
ing. The ratio of silver to gold has been 
determined as normaily about 250 to 1, 
except at points where the values occur in 
rhyolite, when gold predominates. 

The property is located in the very 
heart of the Divide Mining District, Es- 
meralda County, Nevada, about 5% miles 
south of Tonopah, and is completely sur- 
rounded by compact groups of claims 
which cover an area extending from three 
to four miles in every direction from the 
centrally located Tonopah Divide. There 
are numerous outlying groups of claims 
between four and five miles distant, where 
more than a hundred shafts have been 
sunk, varying in depth from 50 to 800 
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Where the ore 


THE GOLD DIVIDE DISTRICT OF NEVADA 
pah Divide normally 
run in the ratio of 250 of silver to 1 of the yellow metal 


hadi 
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vein at depths of 165, 265, 370, 480, and 
585 feet, and drifts have been advanced 
each way along the vein or mineralized 
fracture zone. From the main drifts, 
crasscuts have been driven at regular in- 
tervals of 50 feet, and numerous raises 
have been extended above the levels, in 
order to determine systematically the ex- 
tent and value of the ore bodies. A more 
orderly scheme of mine development is 
seldom found, and great credit is due the 
executive officers, consulting engineer, and 
mine superintendent for the thoroughness 
of their work. Apparently every effort is 
being made to gain definite and reliable 
information regarding the quantity and 
quality of the ore before deciding upon 
the nature and capacity of permanent 
equipment—which is surely sound mining 
practice. 


silver per ton, or a total of 2,000 
ounces gold and 81,920 ounces 
silver. The gross value of this 
material would be about $122,- 
Recent Operating Costs 


The production from the mine 
during 1918 was 788 tons, having 
a gross value of $16,454, or 
$20.89 per ton. The production 
during 1919 was 9,612 tons, hav- 
ing a gross value of $282,108, or 
$29.35 per ton. The net recover- 
able value of last year’s produc- 
tion averaged $26.52, indicating 
a metallurgical loss of $2.83 per 
ton in the custom mills, to which 
the ore is now being hauled 5% 
miles by auto trucks. 

The total operating costs, in- 
cluding all development work, 
amounted to $20.22 per ton, 
leaving a net realization of $6.30 per 
ton. These costs include development 
amounting to $60,269. The actual stoping 
cost was $24,628, or $2.56 per ton. The 
cost of ore transportation and treatment 
was $79,069, or $8.23 per ton. The total 
general expenses amounted to $30,443, or 
$3.17. per ton. The total cost exclusive of 
development was $13.96, ‘indicating that 
under present practice, which is of course 
designed to be temporary, ore having a 
value of less than about $14 per ton can- 
not be mined at a profit. 

If the company should mine out all of 
its present estimated reserve of 52,000 
tons of ore, having an estimated average 
value of $21.60 per ton, it would earn 
about $7.60 per ton, or about $395,000, 
which would be equivalent to about 40 
cents a share, on the 1,012,800 shares out- 
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standing on December 31, 1919. Naturally 
the company does not propose to do any 
such thing, but is planning to develop 
enough ore to justify the erection of a 
suitable milling plant, so as to reduce the 
present high transportation and treatment 
charge of $823 a ton, and also other 
charges which would probably be consid- 
erably reduced with an increase in tonnage 
over the present production of about 30 
tons per day. 
Cost of Development 

The 9,612 tons produced during the year 
1919 included 1,989 tons produced from 
development work, having a gross value 
of $59,415, or $29.87 per ton. In addition, 
2,870 tons of second class ore were placed 
upon the dumps. Exploration and de- 
velopment work for the year totaled 4,605 
feet, which includes 217 feet of vertical 
shaft at $37.88 per foot, 3,517 feet of cross- 
cuts and drifts at $11.89 per foot, and 871 
feet of raises at $8.58 per foot. The total 
development work up to December 31, 
1919, consisted of 645 feet of shaft, 5,869 
feet of crosscuts and drifts, and 1,064 
feet of raises, aggregating 7,578 feet, in- 
dicating that over 60 per cent of the total 
underground development work per- 
formed up to December 31, 1919, was 
done during the last calendar year. 

The president of the company issued a 
report on April 10, 1920, in which he 
pointed out that the lower levels have 
failed to encounter the high grade ore ex- 
posed above, and that the work was fur- 
ther disappointing in that it proved a lack 
of continuity between several of the of 
exposures, leaving them detached ore 
masses instead of a continuous ore shoot 
as was at first indicated. However, the 
vein is strong, and a large area remains 
to be explored, offering interesting possi- 
bilities for more ore. 

It would be unfair to a property like 
Tonopah Divide to ignore the speculative 
possibilities of both lateral and deeper de- 
velopment. In view of the fact that the 
property contains the most important ore 
bodies yet developed in the Divide Dis- 
trict, it is quite likely that it will be the 
pioneer in deeper level development, and 


its shaft may be the first to determine the 
position of the permanent ground water 
level, and also to determine whether 
secondary sulphide enrichment is likely 


imposed upon by certain irresponsible 
brokers and stock jobbers, who have 
either spread false reports regarding re- 
sults of mine development, or have greatly 
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TONOPAH DIVIDE IN ESMERALDA COUNTY 


Located in the very heart of a rich mining district, Tonopah is surrounded by com- 
pact groups of claims covering an area of some four miles in every direction 


to be an important factor in the formation 
of ore at lower levels. Engineers and 
geologists who are familiar with the dis- 
trict, and acquainted with the property, 
express the belief that the more recent es- 
timates of ore reserves in the Tonopah 
Divide are safe and conservative, and the 
general attitude of the operating officials 
in discussing the company’s present prob- 
lems and future outlook inspires confi- 
dence in such a view. 
Market Agitators Unwelcome 

local officials 
visitors, ex- 


Recently, the company’s 
have denied admittance to 
cepting bona fide stockholders, and others 
who desired to inspect the mine for the 
purpose of studying local geological con- 
ditions. The reason given for this caution 
is that the company has heretofore been 











A GOOD EXAMPLE OF SYSTEMATIC MINE DEVELOPMENT 


With an 800foot double compartment shaft and crosscuts to the vein at varying depths, 
the ore bodies have been determined with methodical thoroughness 
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exaggerated or misinterpreted what they 
saw underground, for the sole purpose of 
causing an artificial and unwarranted 
movement in the market price of the com- 
pany’s shares. 

A review of last year’s market quota- 
tions shows that Tonopah Divide stock 
was boosted as high as $12 a share in 
April, equivalent to a valuation of over 
$12,000,000 for the property, whereas the 
estimated gross value of the ore reserves, 
without making any deduction for the 
cost of mining, was about $1.00 a share, 
and the actual profit ‘obtainable under the 
existing conditions was less than 40 cents 
a share. If at any time the company can 
develop more ore, which it is hoping and 
trying to do, or if it can show that, by 
installing additional equipment, ‘t can 
make a greater net profit per ton after 
redeeming the cost of the additional equip- 
ment, then the intrinsic value of the shares 
will increase. Whatever sum the share 
buyer is willing to pay over and above the 
approximate intrinsic value of the shares, 
represents either the amount he is willing 
to speculate with on the ultimate success 
of the venture, or else simply the amount 
he is willing to bet that the stock will sell 
higher. 

However, if all mining ventures were 
conducted as conservatively and cautiously 
as Tonopah Divide is at the present time, 
many a dollar that now shudders at the 
thought of mining speculation would be 
willing to take an honest chance in the 
development of our mineral resources, 


WARRANTS IN BOND FORM 


An interesting form of warrant has 
recently been issued by some of the coun- 
ties of Texas. Instead of being similar 
to a bill of exchange and non-negotiable, 
these ‘Texas warrants are in the form of 
short term coupon bonds, with the cus- 
tomary assignment form on the back. 
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The Problem of Mine Deyelopment — 
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Chapter III of the Series “Business Principles Applied to Mining” — Difference Between 
Developing a Prospect and a Producing Mine 
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PROSPECT is developed in order 

to find out if there is any payable 

ore’in the property, and to deter- 
mine the nature and extent of the ore, 
and what kind of equipment, if any, is 
justified. A producing mine must con- 
tinue. development in order to maintain 
its ore reserve and thus prolong. its 
profitable life. 

Among the numerous special mining 
problems to which business principles may 
be applied is the problem of mine devel- 
opment. If a property is in the prospect 
class, with little or no ore available for 
extraction, it is safe to say that for maxi- 
mum efficiency and economy the develop- 
ment work should proceed at the maxi- 
mum speed permitted by natural condi- 
tions, and by such preliminary equipment 
as may be justified by the possibilities of 
the venture. In opening a mining prop- 
erty, the object of development work 
should be the gaining of information rela- 
tive to the nature, shape, size, and value 
vf <he ore bodies, if any. All openings 
made should be designed to give the 
most information for the least money, 
fo. such work is expensive, and should 
be performed under the direction of 
someone who has had experience in mine 
developmént, in order that capital may 
be expended to the greatest advantage. 


Follow the Ore 

Under ordinary circumstances the most 
valuable information may be obtained for 
the least money by following the vein, or 
making all openings in the material most 
likely to contain the ore. If no’ ore is 
found after a reasonable campaign of 
development has been carried out, and 
the vein or other formation which might 
contain valuable mineral proves to be 
barren, then the information obtained is 
discouraging, and the cost of the opera- 
tions may be regarded as the price paid 
for negative information, and the work 
should stop. Sometimes payable ore is 
exposed at the outcrop of the vein or 
other formation containing it, and in this 
event it is almost always wise to follow 
the payable ore concerning which the in- 
formation is desired, and not waste money 
digging holes that fail to assist directly in 
establishing the extent and value of the ore. 
If a development company is so fortunate 
as to find that its initial shaft, or other 
opening, is entirely surrounded by pay- 
able ore, then the next step would be 
to drive crosscuts or other lateral open- 
ings from the initial shaft at suitable in- 
tervals, and continue such work until the 


limits of the ore are established at vari-’ 


ous points. 

All Equipment Should Be Justified 

Every foot of development work that 
is actually done in ore of commercial 
grade is a step towards the first goal 
coveted by the individual or company 
engaged in the development of a new 
mining property, namely, the disclosure 
of enough payable ore to justify the ex- 
penditure for permanent mining and mill- 
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ing equipment. During the period of pre- 
liminary development of a mining prop- 
erty the management should have but one 
object in view, and that is the develop- 
ment of enough payable ore to justify 
the installation of suitable ‘mining equip- 
ment to take it out of the ground at 
efficient speed, and enough to justify 
the erection of a suitable ore dressing 
or metallurgical plant to recover the 
metals. 
Premature Equipment Often Disastrous 
The operating official should never 
deviate from his course by permitting 
himself to consider expenditures upon 
equipment, particularly a mill, before 
there is enough ore in sight to justify 
this important step. This naturally sug- 
gests the question, “When is a mill justi- 
fied?” The answer is, “As soon as there 
is enough payable ore in sight to guar- 
antee sufficient operating profit to cover 
the entire cost of the plant before it is 
worn out, together with interest on the 


investment, and a fair profit besides.” ’ 


Many a meritorious mining venture has 
been wrecked by ill-advised, and pre- 
mature equipment: A mill without ore 
is a liability, always resulting in serious 
loss. It often spells ruin for the owner. 

The more definite the knowledge re- 
garding the amount of ore available in a 
mine, the more efficiently may the equip- 
ment for that property be determined. 
The earlier accurate information regard- 
ing a mine’s ore reserve is obtained, the 
smaller the liability of error in deciding 
upon the nature and capacity of the mine’s 
equipment. 

Maintain the Ore Reserves 

After a mining company has developed 
sufficient ore to justify permanent min- 
ing and milling equipment, the problem 
of mine development enters a new phase. 
It is necessary to continue systematic un- 
derground development while the mine 
is operating in order to maintain a supply 
of ore for the mill. Otherwise the mine 
would soon be worked out and the enter- 
prise come to an end. The enterprise 
will live so long as new ore is developed 
to replace that which is mined out. If 
new development cannot keep pace with 
production, then the end of the mine is 
in sight. If new ore bodies are opened 
at a rate which adds to the ore reserves 
more ore than is being mined out in a 
given period of time, then the life of 
the mine is indefinitely prolonged. 

The period during which development 
is performed may have an important in- 
fluence on the cost thereof. For example, 
development should be pushed during pe- 
riods of normal production, because it 
can be done cheaper at that time, for 
other operations may then bear a part 
of the expense which would otherwise 
be borne entirely by the development. 
It is of interest to investigate just how 
far development should be carried ahead 
of production, or how large an ore re- 
serve a mining company is justified in 
developing, for it is evident that a very 


great ore reserve represents an invest- 
ment for the development of ore which 
in turn represents possible profits locked 
up in the mine, and these possible profits, 
in turn, are not earning interest on the 
money expended in their development. 
Efficient Ore Reserve Is Limited 

There is a limit, therefore, to the quan- 
tity of ore that may with efficiency be 
developed ahead of production. It is pos- 
sible to express the principles involved 
in development and equipment by saying 
that the “most efficient” ore reserve is 
that which will last a period of time dur- 
ing which increased profit due to increased 
equipment will cover amortization of cap- 
ital for increased treatment units. 


(To be continued) 





MANY NEW USES FOR ZINC 

The New Jersey Zinc Co. and other far- 
sighted manufacturers have spent vast 
sums in the development of. uses for zinc, 
and today your collar button, your auto- 
mobile tire and a long list of other arti- 
cles either does or might contain a large 
percentage of the metal once looked upon 
as of value only in a few industrial de- 
velopments. Zinc is shown to be a desir- 
able substitute for many other substances, 
and, while not destined to play the big 
part played by copper in the world’s re- 
construction, it is commanding increasing 
recognition as a most important commer- 
cial element.—The Mining Congress 
Journal. 





HAS THE LEADER OUTGROWN THE 
MOTOR INDUSTRY 
(Continued from page 174) 
company was exchanged at the rate of ene 
share for five of the Delaware company, 
and early this year the present common of 
no par value was exchanged for the old 
common at the rate of ten new shares 

for the old one of $100 par value. 

The capitalization is divided into $16,- 
943,700 of the 6% preferred stock, a total 
of $219,011,200 of the 7% debentures, 
listed, $61,774,300 of the 6% debentures, 
and $164,478,620 of common listed. The 
debentures and preferred ,are alike pre- 
ferred as to dividends, and in case of 
liquidation come as a group ahead of the 
common, being entitled to their par value 
of $100 a share. Their dividend require- 
ments of some $18,000,000 would appear 
to be insufficiently well protected in case 
of any decided slump in the industry, as 
total net income for 1918 and 1917 did not 
equal this amount. 

As for the common, its position is specu- 
lative, and its price at any time tends to 
be governed by the technical position of 
the market. The recent splitting of the 
stock into ten times as many shares makes 
it more difficult to engineer spectacular 
market demonstrations in the stock, while 
its intrinsic values are spread pretty thin 
over the large volume of stock, to which 
additions are still being made.—vol. 125, 
p. 765. 
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Texas Pacific Coal & Oil 








Large Production, Progressive Management and 


Extremely Conservative Bookkeeping 
Will These Distinguishing Characteristics of Texas Pacific Go Unrecognized Much Longer? 


ERE is an oil company whose gross 

earnings last year exceeded $20,- 

000,000, whose operating expenses 
were about $4,500,000 and whose operat- 
ing profits, therefore, exceeded $15,- 
500,000. 

From outside sources, this company ob- 
tained “other income” of $6,740,000 (all 
these figures are in round numbers), so its 
gross income was swelled to $22,320,000. 

This company has been expanding its 
oil operations for more than five years. 
From leased properties it has already pro- 
duced, in conjunction with other com- 
panies, more than 8,790,000 barrels of oil. 
It has close to 70,000 acres which it owns 
in fee and which, according to most re- 
cent information, have produced 719,962 
barrels. 

The magnitude of its enterprise is em- 
phasized by the fact that the company has 
recently acquired an interest in leases 
covering over 355,000 acres in Mexico, 
and, at last official reports, was closing 
negotiations for a lease on an 80,000 acre 
tract in Colombia, S. A. 

It has coal properties (the original basis 
of the organization) which produced 
gross profits in 1919 of over $340,000. 
These properties, moreover, have not 
lately been worked to their full capacity— 
substantially larger earnings can be de- 
rived from them now that the scarcity 
of crude oil has forced many interests 
back into the black diamond market. 

It is on a business of this proven earn- 
ing power and, it seems reasonable to say, 
huge potential earning power that the 
management saw fit in its 1919 statement 
to deduct $16,913,000 or some 75% of 
gross earnings as charges to depreciation 
development expenses, estimated taxes. 
etc., leaving a net income of $5,400,000 
available for $8,000,000 stock now out- 
standing. 

People who are inclined to doubt that 
there is such a thing as conservatism 
among oil operaters will do well to con- 
sider the foregoing. 


How the Balance Sheet Looks 


The revelations of the balance sheet of 
this company, as of December 31, 1919, 
are equally impressive. It is reproduced 
herewith. 

Total assets amount to $36,479,704. Ac- 
counts payable and “reserves” total $16,- 
323,531. The difference, approximately 
$20,000,000, is applicable to 800,000 shares 
of stock (par value $10) and gives that 
stock an asset value of $25 a share. 

In arriving at this asset value, it may 
be further noted, “reserves” of over $11,- 
‘000,000 are deducted for depletion and 
depreciation—a sum equal to roughly 50% 
of the gross income for the year. 

With reference to this extremely 
‘cautious policy in handling results, the 
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By PERRY A. EMERSON 


president of the company, in his report 
for 1919, said: 

“Your attention is called to the fact 
that the company’s leaseholds on lands 
in the North Central Texas field are car- 
ried into its balance-sheet at a valuation 
of $24.26 per acre. The fee lands, 
amounting to approximately 70,000 acres, 
are carried on its books at their original 
cost as farm or coal lands, no value having 
been set up on account of the oil or gas 
which they have produced and are known 
to contain. Nor has any valuation be- 
yond cost been placed upon the leases in 
the Panhandle district, in Oklahoma, in 
Mexico or in Colombia. It is wholly im- 
possible to make any precise or safe esti- 
mate of the value of oil lands, or leases or 
of contracts based upon an estimate of 
the amount or the life of future produc- 
tion.” 


of their excellent established organiza- 
tions.” 

Becoming more and more successful in 
the oil-producing business, Texas Pacific 
rapidly expanded its holdings. Today its 
holdings include about 300,000 acres in 
several counties in Texas and 70,000 acres 
in fee. Also in conjunction with the Prairie 
Oil & Gas Co., Texas Pacific has leased 
nearly 400,000 acres in the Panhandle dis- 
trict. As stated above, it has leased 355,- 
000 acres in Mexico and is closing leases 
on 80,000 acres in Colombia, South Amer- 
ica. A separate tract of about 4,800 acres 
in Creek county, Oklahoma, belongs to the 
company. 

Reflecting its greatly increased scope 
and earning power, the capitalization of 
Texas Pacific has been increased three 
times since its organization. The last in- 
crease brought the authorized capital stock 








TEXAS PACIFIC COAL & OIL CONDENSED GENERAL BALANCE SHEET—DECEMBER 31, 1919. 


$18,953,444 
1,920,335 
3,094,578 
12,511,348 


$36,479,705 


Assets. 
Plant, Prop. & Equip. .............- 


Total ..... 








It is at least reassuring to know that 
the management of Texas Pacific Coal & 
Oil, although evidently determined to 
throttle over-enthusiastic treatment of the 
company’s shares, is still willing to admit 
the possible fairness of the good-humored 
suggestion that they have, in both their 
income account and balance sheet, somie- 
what understated cases. 


A Few Significant Facts 


Texas Pacific Coal & Oil Co. was or- 
ganized thirty-two years ago as a coal 
company with a capitalization of $3,000,000 
and $500,000 of bonds. The bonds were 
retired later. The stock was placed on a 
$4 dividend basis in 1895 and, with some 
variations, this dividend rate was main- 
tained until 1910, when the rate was raised 
to $6 a year. Stockholders’ receipts from 
the company have been further swelled 
since that time by the payment of extra 
dividends and the issuance of new stock. 


When indications of oil were first dis- 
covered on its property, arrangements 
were made whereby fully-equipped oil 
companies were permitted to drill for oil 
on the company’s properties on a percent- 
age basis. Among the organizations to 
participate in this plan was the Prairie 
Oil & Gas Co. President Marston crystal- 
lized the value of this arrangement when 
he said: “In addition to the value of the 
development work prosecuted by our 
company’s associates, it enjoys the benefit 


up to $10,000,000 of par value $10. At 
the same time, stockholders of record 
May 22, 1920, were offered 200,000 shares 
of new. stock at par with rights to sub- 
scribe to one-third of their holdings, 
bringing the outstanding capital stock up 
to 800,000 shares. There are now no 
bonds or funded debt. 


Why the Decline in the Steck? 


Announcement of the new offering of 
Texas Pacific stock was made early in 
the current year. By way of response, the 
market price of the stock dropped from 
above 60 to below 40. It is now selling 
around 47, 


There were three reasons for this de- 
cline—that is, three arguments were ad- 
vanced by: professional bears ostensibly to 
frighten out small holders and depress the 
stock, The most important was the de- 
clining tendency of oil properties in the 
Ranger field; next was the then prevail- 
ing distaste for stock dividends or capital 
increases of any kind (almost over-night 
Wall Street had changed its age-old taste 
for melons and made the companies that 
split them regret their temerity), and, fi- 
nally, there was the general break in stock 
prices, 

So far as the gossip about Ranger is 
concerned, responsible oil men believe the 
outlook for that field to be considerably 
less bright than it was a few months ago. 
At any rate, it seems plain that the nat- 
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ural gas pressure has largely diminished, 
initia] high flow has decreased, and pumps 
have had to be resorted to on a large 
scale. But why this should discourage 
stockholders iri Texas Pacific Coal & Oil 
when their company, with the most un- 
usual conservatism, has probably doubly 
allowed for just such a contingency, is 
almost beyond comprehension. Moreover, 
settled production, even if it has to be 
pumped, pays dividends. But most impor- 
tant, as we have seen, Texas Pacific Coal 
& Oil has acreage flung wide over many 
other fields, some of which, according to 
present indications, may soon outclass 
Ranger in its best days. " 

The argument against the increase in 
Texas Pacific capital stock, beyond its 
having been a temporary market factor, 
seems hardly worth considering in view 
of the company’s strong previous per- 
formances and the fact that, before the 
increase from $6,000,000 outstanding to 
$8,000,000 outstanding, the company’s net 
earnings were almost 100% of the par 
value of its shares. 

From the best information that we can 
secure, it would appear that the company, 
in drilling its leased lands, has found pro- 
duction on better than two-thirds of the 
acreage entered. So far, Texas Pacific 
and its lessees are believed to have proved 
up barely 100,000 of its 400,000 acres in 
the Central Texas field. This, therefore, 
would give the company production on 
around 65,000 acres already proved. If 
this proportion holds true through the re- 
maining 300,000 acres yet to be drilled, it 
will give the corporation approximately 
300,000 acres of oil-producing land. Given 
an average production of 3,000 barrels an 
acre, this would mean a potential produc- 
tion of close to 900,000,000 barrels of oil. 
Cut this estimate into four and call it 
250,000,000 barrels, with a value of $1 a 
barrel (prevailing price $3.50 a barrel and 
up), and we have a theoretical value of 
over $280 a share on 800,000 shares of 
stock. 

A further development which the sell- 
ers of Texas Pacific shares have appar- 
ently overlooked is the entrance of this 
company into the refining business on a 
large scale. The company’s profits from 
its refinery business will approximate $1 
a barrel for every barrel of crude oil 
handled. 

There is such a thing as seriously over- 
selling high-class stocks, even in a gen- 
erally declining market. When practised 
it frequently leads to temporary demoral- 
ization of the stocks in question. Pub- 
lic buying is thereby discouraged and the 
stocks waver around very low levels until 
the true facts are brought to light. When 
that point is reached, however, it is often 
extremely profitable to be long of stock. 

Beyond its speculative merits, it seems 
on the face of it that Texas Pacific Coal 
& Oil is a reasonable business man’s spec- 
yestment at current levels. Application 
will probably be made soon to list the 
stock on the New York Stock Exchange. 
—vol. 25, p. 651. 


* * * 


The American Gas Association says 
that approximately 70% of the artificial 
gas produced in the United States is made 
in processes which require the annual use 
of about 28,000,000 barrels of gas oil. 
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Northern States Power Co. 





An Unusual Form of Security 


Option Warrants Which Give the Holder a Low-Priced 
“Call” on the Stock of Four Years 
By JOHN H. LAVERTY 


E ACH Option Warrant of the North- 
ern States Power Company gives the 
owner the right to demand one share of 
preferred stock or one share of common 
stock at any time up to October 1, 1924, 
by paying $100 and accrued dividend per 
share in the company’s 6% notes, due 
1926, at par, or by paying $102 and ac- 
crued dividend in cash, if the demand is 
made before April 1, 1921, or $101 and 
accrued dividend in cash if the demand 
is made after this date. 

In other words the warrants are a 
call on the common or preferred stock 
of the Northern States Power Co. at 100, 
101, or 102, according to method and 
time of payment, good for nearly four 
and one half years. There are 78,050 of 
these warrants outstanding. They were 








Taste I—Nortuern States Power CoMPaRIson 
or Stock AND WaRRANT Prices. 
Warrants Preferred Common 
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High Low fligh Low High Low 

7 3 91 87% 72 59 
88 80 65 38 
99 87 105 50 

90% 107 44 

78% 46% 18% 


+ ee notissued 94% 








originally issued in connection with the 
sale of the 6% notes, due 1926. 

The Northern States Power Co. does 
chiefly an electric light and power busi- 
ness in growing communities located in 
the vicinity of Minneapolis and St. Paul, 
and including these two large cities. The 
total population served is estimated at 
1,022,000. The larger part of the Com- 
pany’s electrical output is developed from 
hydro-electric operation, which is espe- 
cially desirable in these days of high 
cost of coal and fuel oil. The company 
owns undeveloped water power sites 
capable of developing in excess of 146,- 
000 horsepower. The growth of the com- 
pany in the past five years is shown by 
the following (in thousands) : 








1919. 1915. 
Gross $5,121 
Net x 2,866 
Oper. ratio 44.0% 


Increase. 
92% 


43% 








The increase in operating ratio is due 
to the increased costs of material, labor, 
etc., which has affected all public utility 
companies. If operating costs begin to 
go down and most authorities agree that 
costs of materials and supplies will show 
a declining tendency from this time on 
public utility companies will benefit 
greatly. 

Dividends of 7% per annum have been 
regularly paid on the preferred stock 
since incorporation of the company in 
December, 1909. The common stock re- 
ceived an initial dividend of 1%% in 
July, 1916, and the same dividend was 
again paid in October, 1916. In Janu- 
ary, 1917, the stock was put on a 7% 


basis, and 7% was paid for the full year 
1917. The dividend due in the first quar- 
ter of 1918 was passed and none have 
been paid since. 

When dividends were first started on 
the common stock the company had ac- 
cumulated a substantial surplus. For the 
calendar year 1916, the company showed 
a balance for common dividends of $179,- 
479. Added to the surplus from previous 
years of $812,949 there was a total for 
the common stock of $992,428, or about 
$16 per share. In 1919, the preferred 
dividend was earned nearly twice. 





WHY BONDS ARE CHEAP 
(Continued from page 151) 


so simple, but it is still possible to form a 
reasonable opinion. 

If we go back to the Civil War, we find 
many similarities to present conditions. 
The Civil War, like the World War, was 
accompanied by @ big inflation of the cur- 
rency. As measuted in the inconvertible 
paper of the period, the prices of 1865 
were about 2 1/3 times those of 1861. 
Measured in gold, 1866 prices were nearly 


1% times those of 1861. The inflation of 
the present war has been a “gold infla- 
tion”—in the sense that all our currency 
is now exchangeable for gold—but it has 
been accompanied by a greatly increased 
use of paper money. We shall avoid the 
embarrassment of a return to specie pay- 
ments, which after the Civil War was not 
fully achieved for more than a dozen 
years; and this, coupled with the great 
increase in our supply of gold, is likely 
to make price deflation now much more 
gradual than it.was after the Civil War. 

Every great war is. naturally accom- 
panied by high prices and followed by a 
downward price-drift. This is not wholly 
due to currency inflation. The primary 
cause is a scarcity of goods. In war a 
nation. diverts its energies from making 
peace goods into making war supplies and 
fighting. This makes peace goods scarce 
and high, but after the war, with every- 
body making them again, the supply grad- 
ually increases and the natural result is 
lower prices. 

I see no reason to doubt that the same 
tendencies will prevail now. Owing to 
the tremendous scope of this war and the 
unprecedented disorganization which has 
followed it, a longer time will perhaps be 
required to establish a definite down- 
ward movement of commodity prices, but 
it seems very probable that 1920 will in- 
clude the “peak” of prices—and by the 
same token the lowest, or nearly the low- 
est prices for bonds. 

Just how soon bond prices will turn 
definitely upward I doubt whether any 
one can predict, but I believe that com- 
modity prices must slowly recede and that 
the next long swing of bond prices must 


be gradually upward. 
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Your Future Income 


Nothing Doing Versus Something Doing Applied to Investment—Coppering the Fashions—It 


HEN you go to the play you go to 
Lead yourself. You make up your 
mind in advance that although the 
drama or comedy is not a true story you 
are going to try to believe it. If it were 
a true story you wouldn’t like the play. 
If you are sentimental you drop a few 
real tears at the tribulations of the mis- 
understood heroine, although you know 
she isn’t really suffering. You laugh at 
the impossible jokes of impossible people, 
at things they would not do away from 
the theater. You are in the game with 
them and playing with them. You want 
to weep or laugh when they do. 

You know that the scenery is built for 
effect and illusion, and that the flowers 
and castles before your eyes are of paste- 
board. If somebody would yank you out 
of your seat in the middle of the most 
tragic situation, and drop you back of the 
scenes among the stage hands, carpenters 
and electricians you would feel embar- 
rassed and disillusioned. 

But your emotion at the theater is cred- 
itable. It shows you are human and 
sympathetic. Your illusions between 8.30 
p. m, and 10.30 p. m. are justifiable be- 
cause you have paid the actors to help 
you keep them up. 

The investment market is not unlike 
the theater. Nowhere is the resemblance 
so strong as in the “props” and scenery. 
Nowhere is it more necessary to go be- 
hind the scenes and take a look at the 
castles and flowers backward. 

You do not pay Wall Street to have 
your emotions aroused. Leastways, you 
should not. It is better to spend the 
money on ice-water which costs less_and 
acts better. ° 

We give you a permit to go behind the 
scenes; we personally conduct you and 
have’ been doing this for thirteen years. 
It is for you to note and observe. 

You are not expected to be doing some- 
thing all the time. There is no law 
against thinking without doing —and 
thinking is doing. There are two sides of 
the market, and when you admire the 
scenery don’t fail to look behind. 
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Pays to Be Idle Sometimes 
Watch the cycles. Get familiar with 
the terms “bull markets” and “bear mar- 
kets” and try to understand their real 
meaning. Learn also that they have their 
time limit and that where the one ends 
the other begins. 

The fashionable time to buy is in a bull 
market, but you will go broke following 
the fashions in this field. Excusing our- 
selves for a slang term, we would rather 
“copper” than follow the fashion, which 
means either doing the opposite or doing 
nothing. 

It pays to do nothing sometimes. At 
those times there is also something doing 
that pays handsomely if one is sufficiently 
courageous and sensible to do the oppo- 
site. 

The worthy editor of this magazine 
occasionally reprimands the writer for 
discussing the market too freely in rela- 
tion to speculative-investment in this sec- 
tion. The writer believes that specvest- 
ment along sane lines is the commodity 
most people are interested in, and it is 
essential that income builders get a proper 
perspective on it, because out of it they 
will make most of their money when the 
groundwork is properly prepared. 

Nothing doing should be the watch- 
word in investments that are elevated in 
bull markets to a point where they get 
above their perfectly obvious investment 
worth. 

Nothing doing should be the watch- 
word when they have gone high enough 
to justify the question “How much higher 
can they go?” 

Nothing doing should be the watchword 
if the opportunity has come and gone. 
There will be others. 

Something doing should be the creed 
when a group or groups become unfash- 
ionable. This applies with very strong 
force today to all investment bonds and 
sound preferred stocks. 

Something doing should be the creed 
when even Government bonds fall fifteen 
points because there are no _ patriotic 
young women and brass bands around to 
persuade you to buy. 


Something doing should be the pass- 
word when the Pennsylvania Railroad 
offers you its bonds and the greatest rail- 
road system in the world as security for 
your money at 7 per cent. 

The present is the time to do some- 
thing in investments. We are at or near 
the end of the “bear cycle” in bonds, and 
it will pay to get acquainted with the 
meaning thereof 


ADVICE 


They tell a story down South about an 


old negro who got religion and took it 
mighty hard. A genuine old»time revival 
had charged him to the eyebrows with 
ecstatic zeal, and, one night before he 
backslid, he was overheard to pray: 

“O Lord A’mighty, fergive dis yere old 
nigger fo’ his sins, an’ let him help in de 
salvation of de world. Let him do some- 
thin’ to help, Lord; let him do anything, 
if it’s only to act in an advisory capacity.” 

It is not difficult to find many men in 
every walk of life who are eager to ad- 
vise friend or foe on any subject, whether 
they know anything about it or not. A 
chap with the universal advisory habit 
would not lend a brother five dollars to 
keep him out of jail; but he would 
generously advise him on the making of 
a million dollars, the saving of his soul, 
the curing of the gout, the brewing of 
home-made stuff, or the naming of the 
baby. 

Free advice is worth a varying amount 
less than it costs. One of the greatest 
objections to it is, that giving it away does 
not reduce the stock on hand. And it is 
prolific in sprouting ingratitude. 

If somebody advises somebody else on 
a certain piece of business which is highly 
successful, the party of the second part 
takes both the profit and the credit for 
the deal, and remembers not at all the 
kind effort of the adviser. On the other 
hand, if it results in failure, the adviser 
is lustily blamed by the advisee for his 
boneheadedness. How amusing is human 
nature !—The 42nd. 
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Settling Your Estate 


Why Not Make It Easy for Your Heirs?P—-A Few Simple 
Things to Do Now Which Will Avoid Complications 
After You Are Not Here to Straighten Them Out 


_ By SCRIBNER BROWNE 


] AM old enough so that I am beginning 

to think that I might die some time— 
and you know a man has to be pretty 
old to feel that way. 

When you are 20 you think people who 
are 50 are either about ready to die or 
might as well die. At 35 you think 60 
isn’t so old. At 50, if you are still in 
good health, you see no reason why you 
shouldn’t live to be 80, and so on. 

Still there does come a time when you 
remember that old: picture in the New 
England primer of a skeleton with a 
scythe chasing a little boy, who is run- 
ning for dear life, literally and figura- 
tively, and having a stanza underneath 
something like this: 

“Youth’s forward slips 
Death soonest nips.” 

(Incidentally, this emphasizes the fact 
that there has been some progress made 
in primers, whether there has been any in 
the law of estates or not.) 

You have perhaps read of the man who 
had been all over the world and through 
all sorts of adventures and came back 
‘ home safely—to be killed by a falling 
moulding on Broadway. 

There’s no use worrying about it, cer- 
tainly. Old Gorgon Graham told about 


the man who went on a trip and worried 
all the way because he had forgotten to 
renew the insurance on his factory, and 
returned to find that his wife had run 


away with a drummer. The man who 
worries neatly always picks out the 
wrong thing to worry about. 

But one can take sensible precautions 
without worrying. Death is the universal 
human end and it is trite to say that it 
usually comes unexpectedly. It is just as 
essential to make proper provision for 
death as it is to carry an extra tire on 
the rear of your automobile. 


Make a Will 


The first thing to do is to make a 
will. If you wish to distribute your 
property in any complicated way, you 
have already made your will. In such 
a case the necessity is obvious. But if 
you are going to leave everything to your 
wife, or your husband, or the person who 
would be your only heir, anyway; or if 
you think the legal distribution of your 
property would be about the way you 
want it to go anyway, you are likely to 
think that is good enough and there is 
nothing to be gained by making a will. 

This is not so. You can save your heir 
or heirs a lot of bother by making a will. 
You are probably working very hard to 
make things easy for them now. Why 
not do a few minutes’ work to make 
things easier for them after you have 
cashed in your chips—just the time when 
they will especially need to have things 
made easy? 

If you are going to leave your estate 
to one person, whom you can trust to 
handle it as you would want it handled, 
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You don’t 
The fol- 


your will is a simple matter. 
even have to consult a lawyer. 
lowing is a perfectly good form: 

All my estate I devise and bequeath 
to my wife, Matilda M. Browne, for 
her use and benefit forever, and here- 
by appoint her my executress without 
bonds, with full power to sell, mort- 
gage, lease, or in any other manner 
to dispose of the whole or any part of 
my estate. 

Dated june 1, 1920. (Seal) 
ScriBNER BROWNE. 

Subscribed, sealed, published and 
declared by Scribner Browne, testator 
named above, as and for his last will, 
in presence of each of us, who at his 
request, in his presence, in presence 
of one another, at the same time, have 
hereto subscribed our names as wit- 
nesses this June 1, 1920, in the City 
of New York. 

Wiuram T. Connors 
JaMEsS GARRISON 
Dana HypbeE 

Only two witnesses are required by 
law; but it is well to have three, as one 
may die or be difficult to locate in case of 
necessity. 

If you wish the will to remain good 
after the death of Matilda M. Browne, 
you can add “if she survives me,” and 
then put in a second paragraph “If Ma- 
tilda M. Browne does not survive me, 
I devise and bequeath all my estate to 
John Wilson Browne, under the same 
terms and conditions as above provided.” 

If you wish to distribute your estate 
among a number of persons, it will pay 
you to get your lawyer to draw up the 
will, as there may be provisions in the 
law of your state that will have a bearing 
on the matter. 

With such a will, all Matilda M. 
Browne has to do is to take the will to 
the Probate Court and follow the Court’s 
instructions. You have made her execu- 
tress and have excused her from giving 
bond, so the necessary formalities are 
few and simple. : 


Handling Securities 


You can also simplify the handling of 
your securities after your death. A good 
plan is to have all your bonds and stock 
certificates issued in your wife’s name 
and then get her to endorse them in 
blank. After that they are good in the 
hands of bearer, and the dividends and 
interest will come direct to your wife. 
This will be handy, because she will prob- 
ably spend them, anyway, so you save 
trouble by having the checks come to ler 
in the first place. 

If you want to simplify things further 
in case of her death before yours, you 
can get her to write letters to the com- 
panies issuing the securities, leaving the 
dates blank to be inserted later, directing 
them to transfer the securities to your 
name. The various companies will not 


investigate to discover whether she is still 
living. However, if she leaves a will 
in the form above given, with you as ex- 
ecutor, you will be put to very little 
trouble without this precaution. 

Another good plan is to have all your 
bank books in your name and your wife’s 
jointly and severally, and to carry your 
accounts with investment or bond houses 
in the same way. An objection to this 
method, in some cases, would be that 
when a wife—not yours, of course, some 
other -fellow’s wife—runs away with a 
drummer, like the woman in the story, 
she can draw-all the money out and take 
it along with her. (No, you guessed 
wrong—I am not going to say that it 
would be worth the money. I wouldn’t 
be guilty of making such a mean joke as 
that.) 

If you follow the plan of having joint 
accounts, it is simplest to select a trust 
company or investment house in which 
you have full confidence and let them 
carry -all securities in their name, receiv- 
ing interest and dividends and crediting 
them to your account. In that case all 
you really own is a credit with the in- 
stitution you select, so it behooves you 
to pick a good one. . You can distribute 
the risk, if you think there is any, by 
dividing your holdings among two or 
three different houses. 

One difficulty that frequently arises, 
especially in large cities, is in locating a 
ran’s property after he dies. “Search 
for the will” is not merely one of the 
stock properties of the stage and the 
novelists; it frequently occurs in real life 
also. And it sometimes happens that a 
husband has accounts with houses that 
the wife never heard of. 

All this is easily obviated, so easily 
that you would think every man would 
attend to it. You should keep a list of 
your property and its exact location, 
aiong with your will and other private 
papers, and you should leave a letter 
where it will be sure to ’¢ found teMing 
where your will and list of your property 
is to be found. 

For example, I knew of a case where 
a man had changed his automobile to a 
new garage just before his death without 
telling his wife where it was. It took a 
long search to locate it. 

Your heirs will be unhappy enough 
after you die—or at any rate we will 
assume that--without having a lot of un- 
necessary worries about your property. 
Make it simple for them. All that is 
needed is a little thoughtfulness now. 





PROSPERITY WILL FOLLOW MORE 
COMPLETE UNITY OF ACTION 


Elbert H. Gary Predicts 
Readjustment 


“We have reason to expect, and I 
firmly believe, that now and henceforth, 
more than ever before in our history, a 
spirit of unity will pervade and control 
the minds ofall citizens from the Presi- 
dent down; that each one will recognize 
a personal responsibility to his country 
and to all its inhabitants; that strictest 
economy in expenditures and management, 
lowest costs and proper ‘compensation 
for faithful performance will be the uni- 
versal sentiment, and that order, stability, 
advancement and prosperity will follow.” 


Wholesome 


THE MAGAZINE OF WALL STREET 





Be a Slave Driver! 
Simon Legree’s Methods Are Good When Applied to the 
Right Kind of Slaves 


By W. W. BALDWIN 


BEFORE 1863 human slavery existed in 

this country. The owners of slaves 
could utilize them in four ways. They 
could use them, give them away, sell them 
or hire .nem out. Many had more slaves 
than they could use. These they disposed 
of to others who could use them. The 
slave represented just so much man-power 
—condensed labor. 

Suppose the owner of slaves he could 
not use had locked them up in his barn 
and thus deprived himself and others of 
their services, would you have considered 
him a wise man or a foolish one? 

In 1863 human slavery was abolished in 
the United States. In other words, the 
Government took from the owners and 
gave to the slaves themselves their own 
man-power, to use as they saw fit. 

A man may, however, still own slaves, 
though not human slaves. 

Dellar Slaves 

Each dollar that you own is your slave 
—to do with as you will. These yellow 
slaves you may give, sell or hire out for 
wages. You give them when you transfer 
them to another without receiving any- 
thing in return. You sell them when you 
transfer them to another for “goods, wares 
or merchandise.” You hire them out when 
you allow another the use of them for 
wages paid to you. 

When you put your yellow slave in a 
bank you hire it to the bank. What it 
pays you is called interest, but it is really 
wages for the use of your slave. The 
rate of interest is the “wage-scale” others 
will pay you for the hire of your slave. 

Investing money is hiring out money. 
The bond, stock or other paper you re- 
ceive is the wage contract. The interest or 
dividend are the wages your slaves earn 
for you. 

Is it not foolish to lock your “slaves” 
up, receiving nothing, instead of, hiring 
them out and receiving the wages they 
earn? Each day you keep them locked 
up you are throwing away money that 
might be yours. 

There are always hirers for each slave 
you own, who will pay for their use and 
return them to you when you want them 
back. 

Today the Government wants slaves so 
badly that for the use of a little one-dollar 
slave, it will pay you 5% cents a year. 
Private concerns such as banks, trust 
companies, corporations, partnerships and 
individuals are always on the look-out for 
a chance to hire slaves, and will pay bet- 
ter wages than the Government, many of 
them much better. 

At the time of the Spanish War the 
writer had on hire to a bank 1,000 slaves, 
for the hire of which the bank paid him 
$25 a year. The Government stepped in 
and offered to take these slaves and pay 
$35 a year for their wages. So they were 
hired to'the Government and for a time 
they earned for their owner 10 cents each 
working day. 

Then a steel company offered $70 a 
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year in wages, and they were hired to 
the steel company and their owner got 
20 cents each working day for their use. 
Furthermore, there are slave-owners so 
anxious to get the contract the steel com- 
pany gave the owner, that they are ready 
to give him for it not 1,000 slaves, but 
1,120 of their own slaves. So, if he accepts 
this he will have 1,120 slaves to hire out 
instead of the 1,Q00 he started with. 

Sometimes you can hire slaves from a 
bank or trust company at low wages and 
then let them out to others at high wages, 
thus making the difference between the 
two rates. 

After reading this you will see how un- 
wise it is to go through life depending en- 
tirely on your own wages, when by a little 
thrift you could accumulate a gang of 
“yellow slaves” who would add each year 
to your income. 

Even more unwise is it to keep such 
slaves as you have locked up instead of 
hiring them out at the “prevailing rate of 
wages.” 

Protecting Your Slaves 

Of course, when you do hire, you must 
be sure not only that the wages will be 
promptly paid, but that your slaves will 
be returned to you when your contract is 
up. Nor should the offer of excessive 
wages tempt you to hire your slaves to 
irresponsible people who may never give 
them back to you. 

The Government and the banks are ab- 
solutely responsible hirers; but there are 
many others practically as safe who pay 
more wages. 

THe MaGaziIne oF WALL STREET was 
founded and is being issued twice each 
month to advise you as to the best way 
in which to find safe hirers for your 
slaves, who will pay well for their services. 
Without such advice as it gives, it will be 
unsafe for you to hire your slaves to any 
one but the Government or the banks who, 
however, usually pay much lower wages 
than any one else. 





INSURANCE INQUIRIES 


Family Protection 

I am thirty years of age, married, and 
have two children. I want to put approxi- 
mately $150 a year into life insurance. 
What kind of a policy would you advise 
me to apply for?—R. H. K. 

Answer—Ordinary Life. For $150 a 
year you can give your family $7,000 to 
$8,000 protection on this plan. You need 
all the insurance you can get for your 
premium. 


Child’s Endowment Policy 

I want to get a policy on my little boy. 
He is two years old. Is a Child’s Endow- 
ment the best?—T. O. E. 

Answer—We do not approve a Child’s 
Endowment. You are not dependent 
upon your two-year-old child. But—your 
two-year-old child is dependent upon you. 


What you probably desire to do, however, 
is to provide a means of saving for your 
boy so that when he becomes eighteen 
or nineteen years of age and wants to go 
to college or into business, he will have 
a thousand dollars or more to help him 
out. We would suggest the following 
plan: Take a $2,000, 15-payment Life 
Policy on your own life. This will give 
your boy protection to the extent of 
$2,000 in case you die. At the end of 15 
years, when he is seventeen years of age 
(pretty near the time he will want to go 
to college or enter business), the policy 
will be paid-up. You could then surrender 
it for its cash value and any dividends you 
had left with the company, and he would 
have about $1,000 cash. This, therefore, is 
a double-barreled proposition: first, you 
give your boy protection ; and, second, you 
save money for him. 


Refusals to Insure 

If a man is turned down by one com- 
pany, does that bar him from ever get- 
ting life insurance in another company ?— 
J. W. 

Answer—Not necessarily. When a man 
is rejected his record is immediately pub- 
lished throughout the country in the 
files of practically every life insurance 
company. But doctors differ. Certain 
companies are strict on one thing and 
lenient on others. He may have been 
turned down by a company for something 
that half a dozen other companies. would 
pay no attention to, and who would accept 
you as a first-class risk. Put in an in- 
quiry blank in a couple of other com- 
panies; at the most, it will not cost you 
anything. 


INCONSISTENCY 

Speaking before the Association of Life 
Insurance Counsel, Hon. Job E. Hedges, 
general counsel, said in part: 

It is easy to rail at the rent profiteer 
and to proclaim oneself as the champion 
of the rent-payer. If nature produces 
humans faster than humans produce 
abodes, abodes must cost more or sleep- 
ing in the parks be made more attractive. 
Children have been born, men and women 
have removed to cities, and tenancies have 
not been constructed because those who 
could construct them have been unwilling 
to work or supply material at rates which 
permitted construction. 

How labor or capital can progress on 
either hand by doing nothing until they 
receive a fixed price and still expect struc- 
tures to rise, grain to grow, manufacturers 
to produce, is beyond my understanding. 
The situation would be comical were it 
not pathetic. 





FAIR PLAY 

While it is true that some labor lead- 
ers are still in the dark on this subject it 
is the fact that the best thinkers see and 
frankly admit that with government and 
capital under democratic control there is 
equal necessity for fair play on the part 
of labor. It may be summed up in the de- 
mand that an honest day’s work be given 
for an honest day’s pay—The Empire 
News. 
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What Happens When You Place An Order? 


How Wall Street Works—The Trail of Your Order From the Time You Telephone It In 


AS it ever happened to you to have 
an order to your broker get mis- 
laid or tangled up in the intricate 

and fast working machinery of the Street? 
The marvel is that the great majority of 
your orders come through in good shape, 
rather than that mistakes do occur. Or- 
dinarily the mechanism of stock-trading 
works so smoothly that one may tele- 
phone in an order to one’s broker and see 
the completed transaction recorded on the 
ticker within five minutes. 

Let us say that your order to buy 100 
shares of Steel started on its travels from 
the broker’s office, presumably of the 
usual type, with board-room, mahogany 
furniture, “tape-worms” devouring the 
thin ribbons of paper, and all. If you 
are a regular customer, your order is 
immediately transmitted to the floor 
member of the firm by telephone. 

Between 9:30 A. M. and 3 P. M. he is 
to be found on the huge floor of the Ex- 
change, where none but members may go 
or else uniformed employees of the Stock 
Exchange. If you are lucky enough to 
be admitted to the visitors’ gallery of the 
Exchange through some “pull” or other, 
you will at first- see nothing but a tre- 
mendous hubbub, made by several hun- 
dred energetic men, most of them of 
middle age, who rush hither and thither. 


After a while a certain amount of pur- 
pose begins to become clear in all this 


apparent chaos. Well-defined groups can 
be made out, which hover around the 
neighborhood of the posts, each of which 
is seen to be marked with the names of 
certain securities. Thus there is the Steel 
post, the Sugar post, the Reading post, 
and many others, and the density and 
restlessness of the crowds around each 
post measure fairly well the activity of 
the securities traded in there. The 
brokers are now seen to be calling out 
bids and offers, very often not stating the 
number of shares they want to buy or 
sell. In this case, one learns, a block of 
one hundred. shares is meant. 

An annunciator with colored lights il- 
luminates certain numbers every few min- 
utes, and when your broker recognizes 
his number he goes to a telephone booth 
and gets your order from the order clerk 
in his office, to whom you have delivered 
it. Having gotten your order, say for 100 
shares of U. S. Steel, he goes to the Steel 
post, and calls out, “Buy a hundred—ten,” 
unless someone else is offering to sell one 
hundred shares of U. S_ Steel at the 
price you named, in which case he will 
say, “Done!” 

Then both he and the other broker will 
pull a little slip off a pad furnished by the 
Stock Exchange, and will write on it, 
“B—100 X—110—White, Black & Co— 
J. J.” This means that he, John Jones, 
has bought (B) 100 shares of U. S. 
Steel (X) from White, Black & Co. at 
$110 a share. Later in the day a messen- 
ger from his office will go around with 
this “comparison slip” to the office of 
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Until Your Stock Is Delivered 


By JAMES GARRISON 


White, Black & Co. to see if it corre- 
sponds with the similar slip which Mr. 
White, the floor member of the firm, has 
made out. This slip should read as fol- 
lows: “S—100 X—110—John Jones—W,” 
meanjng that Mr. White has sold 100 
shares of U. S. Steel to Mr. Jones at 
$110 a share. 

As-soon as the stock is bought, one of 
the official floor reporters in uniform em- 
ployed by the ticker company reports it to 
the ticker operator, and perhaps a minute 
after your order has been filled by your 
broker the sale is reported on the ticker 
as “X 110,” the absence of a number be- 
fore the X showing that it was a 100- 
share transaction. In this way, if you 
watch the ticker, you can find out 
whether your order has been filled, and 
at what price. 

Instead of specifying the price, you 
might have told your broker to buy your 
lot of steel “at the market,” in which case 
he would accept the first offer of 100 
shares that came along, or make the bid 
himself without naming a price. If his 
first bid or offer does not attract a cor- 
responding offer or bid, he moves upward 
or downward, according to whether he is 
buying or selling, % of a point at a time, 
till someone says, “Done!” 


Commission Rates 


This year commission rates were 
changed by the Governing Committee of 
the Stock Exchange to $7.50 per hundred 
shares for stocks selling at less than 
$10.00 a share, $15.00 per hundred for 
stocks selling at $10.00 up to $125.00 a 
share, and $20.00 per hundred for stocks 
selling at $125 a share and higher. In 
figuring out your status after a complete 
transaction wherein you buy and sell 
through your broker, since commission is 
figured on both the buying and selling, 
you should deduct these commissions 
from your profit or add them to your loss. 

As a general rule your stock should 
be delivered to your~ broker’s office, by 
2:15 P. M. of the day after the order has 
been filled. This is the way the majority 
of trades are made, and is understood 
unless otherwise specified. It is called 
“buying the regular way.” If you want 
the stock in a hurry you may have your 
order filled “for cash,” which means the 
stock certificates are to be delivered by 
2:15 P. M. the same day as your order 
goes through. Sometimes a purchase is 
made “at three days,” in which case the 
stock is to be delivered upon the third day 
after the sale has been made. It is also 
possible to buy. stock subject to later de- 
livery, as “seller 30,” or “seller 10,” which 
means that the stock is to be delivered at 
the seller’s option within the number of 
days specified. 

In the latter case a written contract 
must be exchanged between the broker 
who buys and the one who sells, and one 
day’s notice given before delivery before 
the expiration of the contract. 


In the making of a sale, it is to be no- 
ticed, each broker acts for his own ac- 
count, and the name of the customer is 
not brought into the transaction. The 
mere saying of the word “Done!” or its 
equivalent amounts to a binding contract, 
although purely verbal, for breaking 
which a man may be. expelled from the 
Exchange. The comparison slips are 
m_-rely for checking purposes. If delivery 
is not made by the time specified in the 
contract, verbal or written, the buyer 
may have the sale completed “under the 
rule.” In this case, the Chairman, having 
received notice of the failure to deliver, 
reads it from the “rostrum” at one end of 
the Exchange floor, and invites offers, 
buying in the proper amount of the stock 
at the best price obtainable. Should this 
be higher than the price named in the 
contract, the buyer may sue the seller 
for the difference. This is done between 
half-past nine and the official beginning 
of trading, marked by the ringing of the 
gong at ten o’clock. 


What Is “Good Delivery” 


When a man holding a certificate of 
stock sells it, the transfer may be re- 
corded on the books of the company, the 
old certificate cancelled, and a new one 
issued to the new stockholder. Valid 
transfers can also be made, however, by 
an assignment made on the back of the 
certificate, and this method is most often 
adopted because it saves the formalities 
of having the change officially recorded, 
especially if the stock is bought with the 
intention of selling again reasonably soon. 

Many technicalities often arise in. this 
connection, as the signature is required 
by the rules of the Exchange to be cor- 
rect in every detail, that is, corresponding 
to the signature on the face of the certifi- 
cate. A “good delivery” is considered 
to be. guaranteed if a Stock Exchange 
firm indorses the signature. Certificates 
bearing the name of a married woman are 
not a “good delivery” if transfer can be 
obtained; when the transfer-books are 
closed, both husband and wife must exe- 
cute the assignment. There are many 
other conditions which may make an as- 
signment not a “good delivery,” in which 
case the receiver of the stock is in the 
position of a man who has a house with 
an imperfect title. 

Assuming that these conditions are ful- 
filled, the course of the order can now 
be traced from the telephone clerk in the 
broker’s office, through the annunciator 
and the telephone on the floor of the Ex- 
change, the verbal agreement, the com- 
parison slip, and the ultimate “good de- 
livery.” It is to be noticed that as soon 
as the order is in the broker’s hands, the 
customer drops out, and the Exchange 
rules no longer take cognizance of him. 
For instance, he may arrange with his 
broker to pay only in part for his stock, 
but the Exchange requires all transac- 
tions between brokers to be paid for in 
full. 
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Scarcity of small change should not 
bother people much—a man who buys 
things now-a-days never gets any change, 
anyway. 





NO ESCAPE 
Crawford—I hope Congress will be 
able to reduce the high cost of living. 
Crabshaw—lIf it does it will probably 
turn around and propose an increased in- 
come tax. 





The flippant way in which people are 
discussing the possibilities of a panic is 
pretty sure proof that there isn’t going to 
be one. 





AND IT MAY HAVE LIQUID LIABILI- 
TIES 
Mrs. Billings: Say, what is this thing 
they call “watered stock”? 
Mrs. Gate: Why, don’t you know? 
That’s what they float bond issues on! 





MAYBE THE PLAN BLUE UP 
Speaking of Bltie Sky laws, what hap- 
pened to that “flexible, virile, fraud-hunt- 
ing State machinery” which was to “single 
out crooks and unscrupulous dealers” and 
protect New Yorkers from dishonest pro- 
motions? 





FAIR WARNING 

Some day we are going to investigate 
the methods of numerous “money ex- 
changes” operating on upper Broadway. 
What we want to find out is what special 
“service” they give which warrants their 
dealing in various securities and curren- 
cies at above the generally accepted levels 
posted in the Street. 





In these prohibition days money appar- 
ently is the only thing that can get tight. 


THE NEWS MUST BE SPREADING 

Time about 4 p. m. last Saturday after- 
noon. Scene, home of a member of the 
staff of THe MaGaziIne or WAL Srreet. 

Mrs. Staff-member is found as the cur- 
tain. goes up sewing industriously on Mr. 
Staff-member’s last summer’s suit. The 
bell rings, Mrs. S.-M. answers it and con- 
fronts a stylishly over-dressed and much 
bejewelled gentleman. 

Conversation follows, in which it de- 
velops that Mrs. S.-M.’s caller has stock to 
sell in the Ousuquor Oil Co. Mrs. S.-M. 
can’t throw him out, so she leads him into 
the sitting room, takes up her sewing and, 
in complete resignation, tells the stock 
salesman to “rave on.” 

Two-hour monologue then ensues, in 
which the salesman makes use of every 
argument known to man to convince his 
hostess that she must buy Ousuquor stock. 

When the stock salesman finally begins 
to lose his breath, Mrs. S.-M. sees her 
opportunity to end the call, and, rising, 
says: 

“All right, we'll leave it at that point 
ard when my husband comes home I’ll 
talk it over with him.” 

Salesman: “May I ask what business 
your husband is in?” 

Mrs. S.-M.: “Certainly; he’s a writer on 
THE MAGAZINE OF WALL STREET.” 

Salesman (starting violently): “Er—, 
pardon me, but did I understand you to 
say THe MacGazine or WALL Street?” 

Mrs. S.-M.: “Yes, THE MaGAZINE OF 
Watt Street, 42 Broadway, New York 
City.” 

Salesman, glancing furtively at the door: 
“If that’s the case, I must ask you to re- 
turn me those circulars I gave you, 
ma’am.” 

Mrs. S.-M.: “But why—don’t you want 
me to take the matter up with him?” 


AMONG THE ANIMALS 


Salesman: “NO!—that is, if you don’t 
mind, I'd rather you didn’t. You see,—er, 
they don’t, I might say they don’t have a 
very complete grasp of the possibilities of 
new promotions down there!” 

Without any further explanation, the 
stylishly dressed gentleman snatches his 
circulars, his beautiful brief case, three 
envelopes of photographs, and leaves. 

That night Mrs. S.-M. tells her husband 
what happened, and asks: “Is it true what 
he said—that you don’t keep in touch with 
new enterprises down in your office?” 

Mr. S.-M. laughs loudly. “Oh, we keep 
in touch with them all right; he was just 
thinking of the ‘Securities Not Recom- 
mended’ column of our magazine that we 
publish every issue.” 


SOME JOB 
Ted—Dolittle says he’d just like to run 
across the motor bandits who held up his 
rich father-in-law. 
Ned—Sure he would. He'd like to see 
how they managed to get any money out 
of the old man. 








PAYING THE COST 
Ted—You seem busy. 
Ned—I certainly am. To keep my head 
above water I have to make two dollars 
grow where only one grew before. 





FIGURING 
Ted—It is said that not more than one 
marriage in twenty turns out happily. 
Ned—lIn that case a fellow might about 
as well try his luck with the oil stocks. 





FISH STORIES UP TO DATE 
Ted—Does Tom still talk about the big 
fish that got away from him? 
Ned—No; he’s now telling how near 
he came to making a fortune in oil 





MR LAMB, WE ARE NOT 
FOOLING YOU WHEN WE 
SELL YOU OIL LEASES 
WE TELL yOu VERY 
FRANKLY THAT YOU 
ARE GAMBLING AND_Z, 
PROBABLY WILL 


NE wos e 








BUT IF You WIN' - 
YES IF YOU WIN 
YOU'LL MAKE 
MILLIONS 4 ; 


THAT'S JUST 
WONDERFUL ' 
HOW CAN 1 
EVER THANK 
YOu FOR YouR 
DISINTERESTED 
HONESTY 





TO SHOW YOU HOW I APPRECIATE 
YOUR KINDNESS IN PICKING ME 
OUT FOR THIS OPPORTUNITY ILL 
BUY THE OIL RIGHTS IN 
*FILCHEMGOOD COUNTY," 





WHERE HAVE I 
HEARD THAT 
BEFORE —! 
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Moral: Frankness Always Pays 


















Railroads 


Traffic Improvement in Sight 

The car shortage and the transporta- 
tion tieup resulting therefrom have been 
the central topics in all business discussion 
for weeks. The outlook at present is for 
a decided improvement in these respects. 
From the operating point of view, a good 
deal is expected from the Interstate Com- 
merce Commission’s recent decision to 
take matters into its own hands, follow- 
ing the alleged failure of the railroads to 
carry out requests of the Commission to 
reroute all shipments without regard for 
previously existing rules and regulations 
for the sake of supplying cars to the 
points where they are most needed. It is 
particularly important that coal cars be 
supplied for the westward movement and 
gtain cars for the eastward. 

The car shortage cannot be handled as 
summarily as that. The trouble heré ap- 
pears to be mainly financial, and the 
remedies suggested are, first, to permit 
the roads to use $125,000,000 of the Gov- 
ernment revolving fund for the purchase 
of equipment, and second, and more fun- 
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2. 
damental, to raise the freight rates so 
that the credit of the roads will be 
strengthened to a point where they will 
be able to put out note and bond issues 
without ruinous rates of interest. 


Freight Rate Hearings 


The I. C. C. in holding hearings at 
which the railroads are presenting their 
claims for increased rates is preparing 
the way to a restoration of railroad credit 
to a plane which it has not occupied for 
years. So far there has been no opposi- 
tion developed to a general rate increase, 
even the shippers, as represented officially 
. by their chambers of commerce and sim- 
ilar organizations, favoring such a step. 

The hearings of the Railroad Labor 
Board on the question of raising the wages 
of railroad labor are also of a fundamen- 
tal importance, as once this problem is 
fairly settled one of the primary causes 
of discontent and inefficiency in railroad 
operation will have disappeared. The 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


THE average investor has neither the time 

nor the opportunity to follow develop- 
ments in the various industries, although such 
developments at times are of vital importance 
in the consideration of the long range pros- 
pects for securities. This department will sum- 
marize and comment upon the tendencies in 
the more important trades as expressed in the 
authoritative trade publications and by recog- 
nized leaders in the various industries, as 
the general tendency in a given trade is but 
one of the many factors affecting the price 
of securities representi that industry, the 
reader should not ——— J these trade tenden- 
cies alone as the basis for investment commit- 
ments, but merely as one of many factors to 
be considered before arriving at a conclusion. 








roads claim that 85% of their working 
forces are back on the job, but discon- 
tented, 50% efficient labor is not much 
better than no labor at all. The new or- 
der in railroad regulation has a chance 
to show what it can do when confronted 
with a real problem in its settlement of 
the complicated question of the railroad 
workers’ demands. 

With a settlement of the labor and 
equipment problems in sight, and an in- 
crease in rates almost assured, the rail- 
roads seem headed as a group for a 
period of greater prosperity than they 
have known in years. The group of 
fifty valuations recently made public, 
while it may have been damaging to in- 
dividual roads, was encouraging for the 
group as a whole, and indicates that earn- 
ings of 6% on the property account, es- 
pecially as a good deal of the capitaliza- 
tion is in the form of bonds originally is- 
sued at lower rates than 6%, will be suf- 
ficient to show good earnings on the 
stocks of the good railroads on the basis 
of their present financial structure. 


Coal 
Transport Difficulties 


The coal industry is hampered by 
transportation difficulties today both at its 
production and its distribution end, and 
in both domestic and foreign commerce. 
The car shortage has caused a steady de- 
cline in production, bringing it below 
any week since last November, because 
mine output depends directly on the num- 
ber of cars provided by the railroad to 
carry the coal away. 

At the same time the coal operators 
charge that the railroads have been sin- 
gularly negligent in providing cars for 
harbor towns, where the demand for coal 
to bunker ships and to export is particu- 
larly great at the present time. Charges 
are even being made that the roads, which 
normally consume one-third of the soft 
coal of the country, are confiscating stocks 
of coal destined to other consignees, and 
are using their normal requv’:ements 
without regard to the needs of the rest 
of the country. 

In any case, it is well known that ships 
are standing idle in harbor for days at 
a time because of lack of coal to bunker 
them with. This brings up the question 
of demurrage charged if charterers keep 
a vessel too long in harbor, and accord- 
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ingly makes would-be charterers unwill- 
ing to charter ships at the present time. 
At the same time the ship owners are 
anxious to dispose of their vessels at any 
rates they can get, so that rates have 
dropped in some cases $4 to $5 a ton on 
trans-Atlantic shipments. 


Ceal Exports 

The coal export trade is particularly 
badly hit, as there is little likelihood of 
exporting much coal when there is scarcely 
enough to satisfy the bunkerage require- 
ments of ships actually in harbor. The 
possibility of an actual embargo on coal 
exports is indicated by some inquiries 
which have recently been raised in the 
United States Senate. The purpose of 
this embargo would be not only to con- 
serve the coal which it is alleged is being 
bid up to unnecessarily high prices by 
European buyers,. but to save the freight 
cars which are being used to transport 
the coal to the coast. 

In view of this situation, the coal op- 
erators and the miners have sent a dele- 
gation to Washington to ask for more 
stringent enforcement of the orders of the 
I. C. C. in respect to the diversion of 
freight. They point out that unless pres- 
ent restrictions on coal production and dis- 
tribution imposed by the car shortage 
are removed, the coming winter will see 
as great privations due to the lack of coal 
as the winter of 1917. Under the best of 
circumstances, it is pointed out, no sig- 
nificant improvement can be reasonably 
expected before another month, and it 
may take two or more if immediate action 
is not taken. 

Stocks in dealers’ hands are of course 
diminished nearly to the vanishing point, 
taken by and large, while prices are firm 
with a strong upward tendency. The 
strain is not lessened any more by the 
substitution of oil for coal as a fuel which 
seemed to be the dominant movement 
some months ago. Now the difficulties in 
the way of getting an adequate supply of 
fuel oil and its advancing price have dis- 
couraged new conversions of coal-burners 
into fuel-burners and to some slight extent 
even started a tendency to convert oil- 
burners to coal-burners. 

The key to the coal situation lies in 
the action of the Interstate Commerce 
Commission in ameliorating the present 
mal-distribution of equipment. Until 
something effective in this direction is 
done, the coal industry will not be pros- 
perous, even though prices are rising, as 
they could not be permitted to rise in pro- 
portion to the decreased production. 





Steel . 


Improvement Noted 
May figures of pig iron production show 
a decided increase over the April ones, 
amounting to 5,000 tons a day. This is 
coincident with slightly improved railroad 
trafic conditions, particularly as regards 
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Further Details of Operating Plan of 
~The Richard D. Wyckoff Analytical Staff 


as to the methods to be followed by The Richard D. Wyckoff Analytical 

Staff. In our announcement of the organization, we described, in a general 
way, the character of the work and the class of experts who will compose the 
Staff, also its method of procedure. We now wish to give further details. 


W : have received a number of communications requesting further information 


As to Operations Undertaken on Members’ Own Judgment 


We will supply, by telegraph or mail (as requested) advices of changes in the technical position of securities 
in which subscribers are dealing, or prefer to deal on their own judgment. We will also call attention to 
accumulation or distribution in certain securities which appear to offer opportunities for profit. 


We will make initial examination of securities held by Associate Members at the time the service is begun 
and thereafter every month during the period of their membership, with recommendations as to changes in 
securities or methods employed. 


As to Investment Operations Which Our Staff Will Recommend 


Associate Members will be requested to set aside, in a separate account of their own, a certain part of their 
working capital to be employed solely in the operations suggested by our Analytical Staff. This is done in order 
that our work may be judged on its own merits. It will not interfere with operations which members may 
conduct on their own judgment. 


Our selections of securities will be made: (1) By eliminating from consideration any securities which do not 
come up to our fixed standard as to earning power, finances, management, future outlook, etc., and (2) Our 
final judgment will rest with a committee and not with any individual. 


We will specify the peapertien of werting. capital which we suggest investing or employing in each security, 
thus insuring the scientific distribution of risk, which plays such a large part on the protective side of the work. 


By means of a special method, employed by large operators and leading financiers, we will so regulate our pur- 
chases and sales as to take advantage of the normal and abnormal swings in prices. Thus we will not only 
reduce the cost of securities purchased, but will operate so that our profits will be largely increased. The 
method by which this is done will afford great satisfaction to those who desire to trade frequently, but are 
unable to watch the market, and who know by experience how difficult it is for them to realize net profits after 
all actual and paper losses are deducted. 


Another important and valuable feature will be a Bulletin Service covering developments in any of the securities 
in which embers are interested. The gist of these will be transmitted by telegraph if desired. This feature 
will include our comment on each item if the situation so requires. It will enable the business man to keep 
thoroughly posted without the necessity of a regular daily reading of financial pages, many of which are so 
crowded that they omit the essential facts which he most desires. 


In order to assure Associate Members that the cost of this service will be more than covered, we will recommend 
frequent Hedging and Arbitrage Operations, as described in our Magazine for November 29, 1919. These 
transactions can, in nearly every case, be conducted without risk, and should many times repay the amount of 
the membership fee if a reasonable amount of capital is employed. The amount of the annual fee should not 
be regarded as an expense but a highly remunerative investment. The methods and principles which will be 
explained and the working a. that will be acquired by Members during even a single year will be 
worth many times the amount of the membership fee. 


Investment Letter subscribers who wish to become Associate Members of the Staff will be credited the amount 
of their unexpired subscriptions, as the Investment Letter will be supplied to Associate Members without charge. 


The Richard D. Wyckoff Analytical Staff is the outgrowth of many years’ experience and the application of energy 
to the solution of the problem of scientific investment. It is the result of a deep and extended study of the 
difficulties with which investors in securities have in the past been surrounded. That every investor desires is 
to make safe and profitable investments. What our Analytical Staff proposes to do is to put the operations of 
its Associate Members on a sound and profitable footing and surround their operations with safeguards against 
loss and assurances of profit. 


We confidently believe that Members who operate under this plan will not only enjoy great mental relief 
from the responsibility involved in watching and judging the security market, making the proper selections and 
deciding when to buy and sell; but that they will find the results much more satisfactory and profitable than if 
they continue to operate on their own individual judgment. However, Members can do this if they wish, 


It stands to reason that the combined efforts of a Corps of Trained Analysts, Auditors, Engineers and Invest- 
ment and Stock Market Experts whose work is co-ordinated and whose final judgment is passed by a Committee, 
should be able to attain a greater measure of success than is available by any other means. 


As it is possible for us to give such close, personal attention to only a fev, we suggest that those who desire 
s 


to secure Associate Membership on The Richard D. Wyckoff Analytical Staff do so at once, in order that they 
may be included in the limited number to whom Memberships will be issued. 


The annual fee is $1,000, of which $250 should accompany application. The balance will be payable quarterly 
in instalments of $250 in advance. 
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For Every 
Dollar 


of original invest- 
ment, a certain man- 
ufacturing corpora- 
tion has paid $50 in 
dividends during the 
last ten years alone. 


At the same time, 
an amount equal to 
these dividend pay- 
ments has been 
added to net assets. 


We offer the com- 
mon stock of this 
time-tested corpora- 
tion—it has no bonds 
or preferred stock. 


Write for Circular 
M-1. 








Robert C. Mayer & Co. 


investment Bankers 


Equitable Bldg. 
New York 


Tel. Rector 6770. 

















the movement of the heavier commodities. 
The finished steel producers, however, 
have not been quite so fortunate and re- 
port a much smaller improvement. 

In spite of the increased production, 
pig iron prices are firm with an indica- 
tion of price advances when steel mills 
reach a larger production rate and de- 
mand correspondingly more pig iron. 
Coke is moving in much larger quantity 
now, and there is talk that some of the 
mills are even accumulating reserve 
stocks of fuel. 

At the finished steel plants traffic has 
improved to the point where it is be- 
ginning to be possible to remove the cur- 
rent production, even when it is running 
as high as 70% or more of capacity. 





To June 2.4 


The suspensions and cancellations which 
marked the trade some weeks ago appear 
to be over by now, auu we vunvok is for 
a strong market as soon as buyers are 
convinced that there is any prospect of 
getting reasonably good deliveries on their 
orders. 

Sheets and wire products appear to be 
particularly in demand, and a wide range 
of quotations is offered both on spot and 
future deliveries. Rail business is stiffen- 
ing as the carriers are increasingly com- 
ing into the market. It is expected that 
the mills wili have all they can do to fill 
present and prospective orders by the end 
of 1920 even if a notable improvement in 
railroad operations takes place within a 
short time. 

Export Activity 

While the freight situation is holding 
back export business to some extent, a 
gratifying volume of inquiries and firm 
orders is coming in. To a large extent 
this is due to the recent strength in the 
foreign exchanges, but increased activity 
in European countries is also responsible. 
It is a notable fact that a good many of 
the famous steel-producing countries of 
Europe are now in the market for Ameri- 
can steel, for instance England, France, 
Sweden and Germany. Many of the 
smaller European and Oriental countries 
have also entered the market on a large 
scale, both for semi-finished steel prod- 
ucts and articles like heavy machinery, 
agricultural implements, and the like. 

As a result, the practical withdrawal 
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ef Japan, once a heavy customer, from 
the American steel market, has scarcely 
been noticed, and it is even doubtful if 
the mills would be in shape to handle a 
much larger volume of export business 
than they now have on hand. Ship plates 
and structural iron are in great demand 
abroad, coincident with the improvement 
in shipbuilding and building construction. 

With production increasing and a pro- 
nounced improvement in the railroad sit- 
uation in sight, therefore, it is difficult 
to escape the conclusion that unless un- 
foreseen circumstances come up the steel 
industry is due for a remarkably good 
year in 1920. somal 

Oil 
Oil Shortage Emphasized 

Recent official statements from the Sec- 
retary of the Interior and the Federal 
Trade Commission have emphasized the 
shortage of oil products indicated by de- 
creasing stocks in dealers’ hands and in- 
creasing prices. It seems that from data 
available at the present time the produc- 
tion of the United States will fall short 
of meeting consumption requirements by 
50,000,000 barrels, which will have to be 
made up by importation from Mexico. 

The specific plans suggested to meet the 
situation are as follows: restrictions on 
the exportation of oil products, voluntary 
or compulsory restrictions on the luxury 
use of gasoline as a motor fuel, elimina- 
tion of wasteful methods in drilling, and 
further development of the oil resources 
of the neighbors of the United States, 
particularly the South American coun- 
tries where oil in more or less paying 
quantities is known to exist, and Mexico. 
It is also suggested that the oil shale in- 
dustry of Scotland be studied to the end 
that our own vast deposits of the mineral, 
which only needs treatment in appropriate 
plants to yield-a high grade of oil, be 
utilized to advantage. 


MEX.PET PAN. PET. 
OHIO GAS TEXAS C0. 
SINCLAIR. CAL. PET. 


To Jume2. 

The immediate outlook is for an in- 
crease in production to some extent as a 
result of the extensive wild-cat campaigns 
which are now being carried on with an 
intensity that recalls early 1919. It is 
significant that more and more large com- 
panies are expanding into South American 
drilling, in spite of the difficulties of car- 
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rying equipment, pipe-lines, and the like, 
and the shortage of tankers. 

The shortage in fuel oil is so pro- 
nounced that, as in the case of coal, many 
ships are compelled to lie idle in harbor 
because they cannot be bunkered with oil 
in any reasonable length of time. There 
is even a tendency among some of the 
smaller ship operators to convert their 
oil-burners into coal-burners because they 
do not feel confident of the ability of the 
oil distributing organizations to supply 
them with fuel steadily. 

Another angle of the situation is the 
recent protest of the artificial gas manu- 
facturers against the shortage of gas oil 
caused by the conversion of crude oil into 
fuel oil on one hand and gasoline on the 
other. At a recent convention they called 
for some restriction on the non-essential 
use of the latter, particularly as they 
could not compete effectively with the 
gasoline users for the limited supply of 
crude oil available, as their earnings are 
fixed by commissions. They even sug- 
gest the revival of the war-time “gasless 
Sundays.” 

While prices of refined oil products 
have gone up, it is doubtful if they have 
gone up in equivalence with the prices 
of crude oil, which have doubled in many 
cases. The shortage appears to be most 
intense in gasoline and fuel oil, kerosene 
being in fairly ample supply and lubricat- 
ing oil at least equal to the demand. With 
the improvement of industrial conditions 
in Europe, however, it is expected that a 
demand for lubricating oil of great in- 
tensity will set in, and the call for gasoline 
will probably increase, too, with the wider 
utilization of the tractor and the motor 
truck. 

The oil industry, therefore, appears to 
occupy a strategic position at the present 
time, with higher prices at least possible 
and demand already in excess of supply. 





Leather 
Inactivity as Prices Break 

Because of the inactivity in the hide and 
leather market, quotations are practically 
nominal, as little business is being done. 
Consumers are looking for lower prices 
and in the meantime are seeking to work 
off inventories. In many shoe factories 
working forces have been reduced and 
hours of work cut down, the same con- 
ditions applying in the tanning industry. 
Sales at reduced prices are doing some- 
thing to relieve the situation, but the pub- 
lic does not as yet seem particularly anx- 
ious to buy. The feeling in the trade 
generally is that lower prices still are to 
be seen, and that in the meanwhile the 
merchandising problem is how to get rid 
of the stocks which were accumulated at 
higher prices without suffering too great 
a loss. 

In spite of improvement in the exchange 
situation, foreign buying is not in the 
market at the present time to any signifi- 
cant extent. In fact. the impression seems 
to prevail that many foreign buyers have 
over-bought and are confronted with the 
same difficulties as their American con- 
freres. This slackening of the foreign de- 
mand has been one of the important in- 
fluences controlling the present weakness 
of the leather market. 
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Equipment 
Trust Certificates 


Eourement Trust CertiricaTes have always been 
considered prime investments. Recent issues have 
been made under the “Philadelphia Plan,” some 
features of which are: 

Ownership is absolutely vested in a trustee for 

the benefit of the certificate holders, until the 

entire issue has been paid. 

Prompt payment by the leasing road is neces- 

sary to retain use of the equipment-—the first 

essential of operation. 

Serial payments, usually provided for, insure a 

constantly increasing equity for the certificate 

holders. 
Our Bono Department offers a number of recent 
issues of equipment trust certificates, to yield about 
7%. We shall be pleased to send full information. 


Guaranty Trust Company 
of New York 


140 Broadway 
Fifth Ave. & 44th St. Madison Ave. & 60th St. 268 Grand St. 


Capital and Surplus - - - - - $50,000,000 
Resources more than $800,000,000 











N. Y. STOCK EXCHANGE 


NEW YORK CITY 


Munds, Rogers G Stackpole 


A NEW ERA 
FOR 
RAILROAD 
SECURITIES 


Our circular sent upon re- 
quest. 








Members 


CHICAGO BOARD OF TRADE 
25 Broad Street Uptown Office 














N. Y. COTTON EXCHANGE 


16 VANDERBILT AVENUE 











To The Man Who Has 
Made Money 


It is harder to save it than to make it. Why? 
Because success in making money may cause 
you to relax the judgment and caution that 
acquired it. 
Adversity stimulates the faculties, but pros- 
perity, unless one is very careful obscures the 
vision. 
Take at least some of your money and put it 
where no one else can take it—in PRUDENCE- 
BONDS, backed by first-mortgages on income- 
earning real estate, paying 6%, and guaranteed 
as to interest and principal by our entire re- 
sources. 

WE PAY THE 4% NORMAL FEDERAL INCOME TAX 


Send for Booklet M.W.-2 


REALTY ASSOCIATES 


INVESTMENT CORPORATION 


31 Nassau St., New York Phone Rector 2181 


162 Remsen St., Brooklyn Phone Main 6480 
PRUDENCE-BONDS ARE ISSUED IN DE- 
NOMINATIONS OF $100, $500 AND $1,000. 

GUARANTY TRUST COMPANY OF NEW YORK 


Trustees of This Issue. 

















WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members New York Stock Exchange 





111 BROADWAY 
NEW YORK 


TELEPHONE RECTOR 3380 





Brooklyn, N. Y. Baltimore, Md. 
186 Remsen St. Keyser Building 
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The rise of foreign currencies has nat- 
urally depreciated the value of stocks of 
goods bought from the United States at 
much more unfavorable rates, so that for- 
eigners are hesitating to buy and are try- 
ing to stimulate sales. At the same time 
the transportation situation, both here 
and abroad, is such as to discourage any 
heavy movements of commodities. 

Cancellations have been heavy, both in 
this country and from foreign customers, 
thus increasing the difficulties of the 
wholesalers and the tanners, as they add 
to stocks on hand at the very time when 
an effort is made to reduce inventories. 

The Money Situation 

As in the case of textiles, the strained 
money market and the unwillingness of 
the banks to grant credit freely have 
created a condition where holding large 
stocks for a rise is practically out of the 
question. Naturally this has hit the re- 
tailers first of all, but there are signs that 
the manufacturers and the wholesalers 
are also being compelled to dump on a 
weak market against their will. 

Within recent days one of the biggest 
of the wholesale organizations has had 
to organize a great public sale attended 
by much costly publicity in an effort to get 
rid of stocks accumulated at varying 
prices for many months back. The effect 
of this on the trade has not only been di- 
rect, as. interfering with the efforts of 
other and smaller merchants to sell their 
supplies, but also indirectly as weakening 
the confidence of the whole industry in the 
prospects of leather and leather goods, 
particularly as this company has a finan- 
cial backing probably unsurpassed in its 
line. 

With. a feeble demand which refuses to 
be stimulated by price reductions and 
still hopes for lower prices, large stocks 
on hand which require considerable cash 
to carry, and a restrictive credit policy 
on the part of the banks, the outlook is 
that the prices of finished products may 
well decline further. Considering that the 
dealers will have to replenish their stocks 
at some time or other if they succeed in 
selling their present holdings, there is 
evidently a great potential buying demand 
still to come, a few months later, but it is 
doubtful if the wholesalers, manufactur- 
ers and tanners are in financial shape to 
anticipate this movement by holding steady 
on their present quotations. The pros- 
pects seem rather to be that they, too, will 
have to encourage more buying by price 
recessions. 


Railroad Equipment 
The main obstacle in the way of heavy 
railroad buying of equipment has been 
the lack of financial facilities. The out- 
look at present is for a relief of the 
stringency, partly because of the success 
of the note and bond flotations of some 
of the stronger roads, partly because of 
the Interstate Commerce Commission’s 
recommendation that $125,000,000 of the 
$300,000,000 revolving fund be set aside 
for the purchase of equipment. Assum- 
ing that the equipment is purchased on 
the not unusual basis of 25% cash pay- 
ment, this amount will provide for $500,- 
000,000 worth, a sizable part of the roads’ 

estimated requirements for the year. 
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The equipment turned out to date has 
not been as much as was expected earlier 
in the year, but it is pointed out that mod- 
ern types of locomotives are some 66% 
heavier than those prevailing some three 
or four years ago, so that the total of 
business done and manufacturing capacity 
taken up is larger than the figures would 
indicate at a hasty glance. 

Foreign buying is also beginning to 
come in on a larger scale than for some 
time past. Poland has bought more loco- 
motives, and with improving exchange 
conditions other European countries may 
come into the market for American equip- 
ment. 

Production difficulties are not em- 
barrassing at the present time, but are 
clearly in sight when increased output 
will be demanded. Steel deliveries are 
still inadequate and unreliable, and the 
outlook for immediate improvement is 
not of the best. 

For the major part of their business the 
equipment companies are still relying on 
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TdJune 2. 
repair work, which is somewhat above 
normal at this time because many~roads 
are repairing and re-repairing equipment 
which under normal circumstances they 
would discard. With the prospective 
solution of the problems of financing, as 
well as of a substantial increase in rates, 
equipment men feel that the main source 
of difficulty is over, particularly as the 
existing shortage of equipment has been 
brought forcefully to the attention of 
every business man in the country. 
Prosperity in the equipment industry 
is therefore due for a good increase, 
running as high perhaps as 50% of 
capacity compared with 20 or 30 of recent 
years. 





Paper 
In response to the increased demand 
for newsprint and other forms of paper 
the pulp and paper industry has been ex- 
panding rapidly of late months. Canada’s 
production is growing faster than that 
of the United States, and its reserve sup- 
plies are believed to be even larger. 
Within the last twelve years, only one 
newsprint mill has been built in the 
United States, while Canada has increased 

its production by 430%. 
Since early 1919, production has in- 
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First Mortgages on Improved 
New York City Real Estate. 
Principal and Interest Guaran- 
teed at 514%. 
Amount | |. | Valuect 
of Loan | Rental | Security 
“$2,000 [$396 | $3,500 
$5,000 | $1,776 | $10,000 
$12,000 | $1,260 | $20,000 
$20,000 | $6,480 | $35,000 
Guaranteed Certificates from 
$100 Up 


Send for Booklet M 
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Investments 


to yield 7 to 8% 


Permanent Industries 
Ample Security 
Good Earnings 


Send for Circular  -5 descriptive of five diversified offerings 


RICHARDSON, HILL & CO. 


Established 1870 
50 Congress Street, Boston 4, Mass. 


Members New York, Boston and Chicago Stock Exchanges 
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A National Investment Service 


TROUGH the aid and co-operation of our correspondents 
4 we are enabled to offer an investment service national in 
scope. . 
We have the privilege of being connected by private wires 
with the following well known firms having offices in various 
cities: 
Adams, Merrill & Co. Goodwin-Beach & Co, & Co. 

Hartford, Conn. Hartford, Conn 


Cincinnati, Ohio 
Dayton, Ohio 
Cassatt & Co. 
Philadelphis, Pa. 
Pittsburgh, Pa. 


Boston, Mass. 
John L. Edwards & Co. Pittsburgh, Pe. 
Washington, D. C. Wheeling, W. Va. New Haven, Conn. 
T. F. Gagen & Co. Moorhead & Elmore H. C. Wainwright & Co. 
Boston, Mase. Washington, D. C. * 
R. Glendinning & Co. Morris, Brown & Co. 
Philadelphia, Pa. -Pittsburgh, Pa. 
Through this association, clients receive prompt and accurate 
investment service in the securities of governments, munici- 
palities, railroads, public utilities and industrial corporations. 


HORNBLOWER & WEEKS 


pn Investment Securities es ag 
PROVIDENCE Founded in 1888 DETROIT 


Members of the New York, Bostonand Chicago Stock Exchanges 














Phone: Rector 5000 


Josephthal & Co. 


120 Broadway, New York 


Members 
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Securities 
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creased in Canada to such an extent that 
men in the trade are speaking confidently 
about a drop in the price of newsprint 
which shall be more or less permanent. 
Consumption in this country has grown 
rapidly in the same period, following an 
abnormally active period of business and 
a premium put on advertising by the tax- 
ation policy of this country. To some ex- 
tent consumption has been cut because 
of the high prices of paper, as when news- 
papers and magazines have been forced 
to cut their size or discontinue entirely, 
but this reduction has been more than 
overcome by increased demand from other 
sources. 

Stocks on hand seem to have been in- 
creasing, except in the case of newsprint, 
so that the same reasons for deflation of 
inventories conditioned on restriction of 
bank credit seem to apply to this industry. 





RAILROAD BONDS SUPPORTED 
BY EARNINGS 


(Continued from page 165) 


Of the convertible debenture 6s, due 
May 1, 1935, $100,000,000 is outstanding, 
and the issue is limited to this sum. The 
bonds are redeemable at 110, but the op- 
tion is subject, any time prior to May l, 
1925, to the privilege of converting them 
into stock at 105. 

Whether this conversion right will be 
worth anything prior to May 1, 1925, is a 
very uncertain problem, and it was to shed 
some light on the subject that so much 
attention was given to the system’s operat- 
ing results during Federal control. With 
the possible exception of Southern Pacific 
5s and Norfolk & Western 6s, this privi- 
lege seems to have as good a chance of 
acquiring tangible value as that of any 
other railroad convertible bond. 

Meantime, the bond possesses greater 
investment attractions than the stock. At 
87%, the bond yields on an investment 
basis 7.42%, while the stock at 68, and 
paying 5%, returns only 7.35% on a flat 


_ basis. Although the bond is not secured 


by mortgage, it is a direct obligation of 
the company and comes ahead of the 
stock both as to principal and interest. 
Moreover, the price will respond to any 
improvement in the stock. 

The gold 4s, due May 1, 1934, of which 
$48,000,000 is outstanding, were originally 
debentures, but are now secured under 
the consolidation mortgage equally on the 
mileage and securities with the bonds 
issued under that mortgage. The bonds 
are junior to the Lake Shore collateral 
3%s and the Michigan Central collateral 
3%s, both of which are secured on the 
property under the consolidation mort- 
gage, but they are prior to the refunding 
and improvement 4%s of 2013, while suffi- 
cient consolidation 4s are reserved to re- 
tire them. 


At 70% the gold 4s of 1934 yield about 
7.40%. This is a higher yield than is 
offered by most of the ten and fifteen year 
equipment trust and collateral trust bonds 
recently issued. As the bond underlies the 
new blanket mortgage, the security is 
probably equal to any of the recent short- 
term issues and is superior to some of 
them. Yield being equal, there is an ob- 
vious advantage in a low-rate bond sell- 
ing at a big discount over a high-rate 
bond selling around par.—vol, 24, p. 936. 
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Answers to Inquiries 








GULF, MOBILE & NORTHERN 
Has No Bonds Outstanding 


As the stocks of Gulf, Mobile & North- 
ern Railroad have had the recommenda- 
tion of THe MAGAZINE oF WALL STREET, 
we are moved to correct a slight inac- 
curacy published recently in the inquiry 
column of a morning newspaper. It there 
appears, in answer to a correspondent’s 
question, that this company has an issue 
of $15,000,000 5% bonds. Such an amount 
was authorized but no bonds have ever 
been issued under the authorization. As 
the value of the property does not exceed 
$25,000,000, the error represents the dif- 
ference between $100 a share for the 
common stock and about $65 a share for 
the preferred. There are other errors in 
the answer, such as the northern terminal 
of the road, but they are inconsequen- 
tial. 


PREFERRED STOCKS 
Salability Important 


Inasmuch as we are of the opinion that 
liquidation in the general market has not 
yet culminated and that somewhat lower 
prices are to be expected before the sum- 
mer is over, we rather hesitate to recom- 
mend the purchase of any non-investment 
stocks at present. On the contrary, we 
think it might be well to hold off for the 
time being, as there will, doubtless, be an 
opportunity in the not distant future to 
pick up some real bargains. 

Since, in addition to safety, market- 
ability is an important consideration in 
your case,.there are but a few stocks on 
your list that we would particularly 
favor. Wickwire-Spencer preferred and 
Bethlehem 8% preferred doubtless would 
meet your requirements, but we question 
whether the others would. In addition to 
the aforementioned we might suggest the 
following as having both safety, ready 
market and speculation possibilities : 

American Locomotive Preferred, 

Central Leather Preferred, 

National Lead Preferred, 

United States Steel Preferred, 

Standard Oil of New Jersey Preferred. 

The above are considered to be among 
the choicest of the industrial preferred 
issues. 


AMERICAN ICE 

Enjoying Prosperity 
Inasmuch as the American Ice Com- 
pany is likely to enjoy another prosperous 
year there does not appear to be any 
present ground for doubt as to its ability 
to pay the present dividend of $4 per 
share on the common stock for another 
year at least. Whether the dividend can 
be maintained for two or three years 
after, it is, of course, impossible to state; 
but as the company has now built upon a 
very substantial surplus and is in a strong 
financial condition, we see no reason why 
payment should not be made at the cur- 
rent rate for the next two or three years 

at least. 
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As to whether the company’s bonds 
which are due in 1922 will be paid off at 
maturity, this is a question that will 
doubtless depend on the condition of the 
money and capital market at that time. 
Doubtless, the company would have some 
dificulty in redeeming its bonds under 
the present conditions, and‘ also in sell- 
ing a new bond issue. But two years 
from now, money market conditions may 
be very different from what they are at 
present and so it is possible that a year 
or two hence the company will have very 
little difficulty in taking care of the ma- 
turing issue. For the present at any rate, 
we think the company’s financial condi- 
tion is sufficiently improved to make un- 
necessary any additional financing this 
year. 

The company has not as yet issued any 
statement with regard to 1920 earnings, 
but we understand that these have been 
running almost as high as those for this 
time last year. 


BONDS AND PREFERRED STOCKS 
A Diversified Investment 


We are most decidedly of the opinion 
that standard bonds are now selling at 
bargain-counter prices, and that pur- 
chases may be made at present price 
levels with assurance of substantial profit 
in the not distant future. As investments 
we would recommend the following: 

Denver & Rio Grande, First 4s, now 
selling around 60. Montana 4s, first and 
5s, now selling around 78. New York 
Telephone 4%, now selling around 73. 
Western Pacific, first 5s, now selling 
around 78. United States Sinking Fund 
5s, now selling around 90. United States 
Rubber, 5s, now selling around 79. 
United States Steel, preferred stock, now 
selling around 105. Standard Oil of New 
Jersey, 7% preferred. American Car & 
Foundry preferred. Central Leather pre- 
ferred. American Locomotive preferred. 

All these are sound investments and 
are now selling at prices that return ex- 
cellent yields. 


TEXAS PACIFIC—ATL. GULF OILS 
Two Substantial Oil Companies 


Texas Pacific Coal & Oil Co. has an 
authorized capitalization of $10,000,000, 
of which $8,000,000 is now outstanding, 
the capitalization having recently been 
increased from $6,000,000 and $2,000,000 
offered for subscription to the old share 
holders at $10 a share, the par value of 
the stock. Since 1910 to date, the com- 
pany has paid dividends at the rate of 
1%% quarterly with 5% extra in Octo- 
ber and December, 1918, and March, 1919, 
and extras of 7%4% in June; 11% in Sep- 
tember, 1919, and 5%% in January, 1920. 
These dividends are being figured on $10 
par basis. But, of course, the company’s 
earnings have been very much larger than 
the dividends it has been paying. Last 
year, it earned $9 a share on the out- 








The Standards of 
Safe Investment 


have recently undergone ma- 
terial change. Investors must 
necessarily keep in touch 
with the effect of new eco- 
nomic conditions upon their 
holdings. Otherwise they can- 
not intelligently safeguard 
their principal. In a series 
of leaflets entitled 


“Modern Investment 
Practice” 
we discuss a number of important 
new factors that require attention 


by purchasers or holders of the 
various types of securities. 


We believe that investors will find 
these studies of distinct value, 
and, when ready, shall be glad 

to mail copies on request. 
Ask for NW-1 


NEWBURGER 
HENDERSON 
& LOEB 


Members N. Y.& Phila. Stock Exchanges 
100 Broadway 
Phone, Rector 7060 


202 Fifth Ave., at 33rd St. 
22 West 33rd St. 
511 Fifth Ave., at 43rd St. 











Liberty Bonds 


on the 


Partial 
Payment Plan 


INVEST NOW 


You own your bonds out- 


right in less than a year. 


Write for particulars. 


RUTTER& CO 
14 Wall St. New York 


Tel. Rector 4391 
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Columbia Motors 


We have termed the shares of this company as a “Progressive 
Investment” which we believe is a literal description. Because: 


1. Organized in 1916, it was a small factor in the industry; today 
it is classed with the best manufacturers of medium-price ‘cars. 
2. The virility and ability of its organization to cope with the prob- 
lems arising during war times and since has been proven. . 
3. The management is recognized as being extremely economical and 
farsighted in both the manufacturing and financing department 
of its business. 
(a) Production increased from 6 cars per day early in 1919 to 
20 cars per day in the last quarter of that year; 30 per day 
in first quarter of 1920; 40 per day throughout switchmen’s 
strike, and 55 per day at present writing. 
(b) All bills discounted for long period; large cash balances and 
excellent banking accommodations. 
4. An attractive car in five models (all medium priced), embodying 
the best standard parts, including Continental Motor. 
5. A distributing organization (Columbia cars in 43 foreign coun- 
tries) which has created a demand exceeding the possible supply. 
6. Contracts and connections insuring ample raw materials; and 
parts. 
The Columbia Motors Company bee steadily progressed without waiting for any- 





one, has overcome ev he pany today has outstripped several com- 


ery 
petitors in production and quality and earnings. 
We believe that with the payment of 1% a month on these shares, coupled with 
the company’s prospects, that te shares will sell higher in the current year. 
Present market, $13 bid, $13% asked. Being specialists in this security we are 
able to give your buying’ and selling orders immediate execution. 


A Complete Descriptive Circular will be mailed on request. 


LEE, GUSTIN & CO. 


Members Detroit Stock Exchange 
DETROIT Dime Bank Building MICHIGAN 














We offer and recommend 


British French Japanese 
Government Bonds 


Even more attractive—but more specula- 
tive — opportunities are afforded by 


German Municipal 
and 


Industrial Bonds 


We can make immediate delivery in most cases. 


ASK FOR CIRCULAR MW-12. 


@isHoim & (HAPMAN 


ODD LOTS 
Members New York Stock Exchange 


UNLISTED DEPARTMENT 
71 Broadway New York City 
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standing $6,000,000 capital stock, and this 
year earnings are expected to reach much 
larger proportions. 

At the present price, around $42 a 
share, the stock, in our opinion, is cheap. 
The company is one of the best oil con- 
cerns on the list. It has a settled produc- 
tion of about 10,000 barrels daily, is 
strong financially, and is uncommonly 
well managed. 

Atlantic Gulf Oil Corporation, which 
has a capitalization of 200,000 shares of 
$100 par value, and of whose capital stock 
the Atlantic Gulf Steamship Company 
owns 55%, has extensive and most valu- 
able oil acreage in Mexico. Up to date, 
three wells have been drilled in the Na- 
ranjos Field, one of which wells is un- 
doubtedly the largest producing well in 
the world. The three wells have an esti- 
mated potential production in excess of 
250,000 barrels daily. The total produc- 
tion for the present year is estimated by 
oil experts at 16,500,000 barrels. 

Under these circumstances, it would 
not be surprising if the company should 
earn in 1921 about 100% on its outstand- 
ing stock, as you suggest. 


RAILROAD BONDS 
A Mixed Group 


We regard Chesapeake & Ohio Con- 
vertible 4%s of 1930 as a good bond, 
having fair speculative possibilities, and 
we should not dispose of it at the pres- 
ent low price level. The issue is well se- 
cured as to property and earnings, and 
it is only a question of time when the 
general railroad situation clears up that 
the bonds will sell at higher prices. 

We do not particularly favor at the 
present juncture the bond issues of the 
Chicago, Milwaukee & St. Paul Rail- 
road, and believe that the 4%4% issue of 
1932 is too speculative for the investment 
of savings funds. Perhaps a switch to 
New York Telephone 4%s, now selling 
around 73%, would give you greater 
safety, even though the yield would be 
somewhat less. As to the 434% Victory 
Bonds of this Government, there cannot 
be any question. The price of the bonds 
has dropped in recent weeks on account 
of the peculiar conditions affecting the 
investment market at large. There is, of 
course, nothing the matter with the bond 
itself. 

We regard the Northern Pacific 3% 
of 2047 as a perfectly safe investment. 
It is, of course, impossible for us to state 
exactly when the price of this issue will 
rise, but we think that the present price 
is abnormally low and has practically dis- 
counted the worst of the difficulties sur- 
rounding the present investment situa- 
tion. 


GERMAN MARKS 
Some Points Favorable to Rise 


As to German Marks, this currency has 
had a very sharp rise in the past fort- 
night. A mark is now quoted at about 
2 8/10c, as compared with only 1%c a 
few weeks ago. As to how far the pres- 
ent rally will extend we cannot afford to 
say definitely. There has been a great 
deal of speculation in marks in this 
country and this is sufficient to raise the 
price even though our exports to Ger- 




















GREENSHIELDS 
& CO. 


Montreal 


Canadian Government 
Municipal and 
Corporation Bonds 
and Stocks 


Dealers wishing quo- 
tations or other infor- 
mation can communi- 
cate with us through 


MESSRS. 
LOGAN & BRYAN 
42 BROADWAY 














The Trend 
In Graphic 


Form 


Current issue of 
SexSmith’s Investment 
Review contains Mr. 
SexSmith’s original 
trend graph, presenting 
in unique copyrighted 
form the present techni- 
cal position of the ac- 
tive market. 
Accompanying this 
graph, is a detailed ex- 
planation and forecast, 
which should be of 
timely interest to in- 
vestors. 


Copy Sent on Request. 


SEXSMITH 


*AND COMPANY 
Investment Securities 
107 Liberty Street, New York 
Telephone Rector 3894-5-6-7 
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many are expanding rapidly. In March 
our exports to Germany amounted to 
over $7,000,000, and in April to over $20,- 
000,000, as compared with only a few 
thousand in each of the corresponding 
months of 1919. If exports continue to 
expand at the present rate, it can be ouly 
a question of time when the price of 
marks in this market would sell consid- 
erably higher. 


CHICAGO RAILWAY FIRST 5s 
Condition of the Industry 

Chicago Railway First 5s, due Febru- 
ary Ist, 1927, are a direct obligation of 
the company, and each is certified by the 
Comptroller of the City of Chicago as be- 
ing entitled to a first lien on all properiy 
of the company, as provided in its fran- 
chise ordinance. Thus, these bonds are 
secured by a first mortgage on all the 
property of the company, now compris- 
ing about 584 miles of track, rolling stock, 
etc. As established by ordinance of the 
City of Chicago, the official valuation of 
the company’s property will always be at 
least $30,779,875 in excess of the hrst 
mortgage bonds. It would appear, there- 
fore, that as regards property the bonds 
are well secured. As regards earmuags, 
however, they are not so well protected. 
In recent years, the Company’s earnings 
have shown a small margin over bond in- 
terest requirements. For this reason, the 
bonds have not enjoyed a high rating. 
Latterly, however, the company’s earn- 
ings have begun to show substantial in- 
creases, and should the United States Su- 
preme Court uphold the recent decision 
of the Supreme Court of Illinois on the 
right of traction companies to increase 
strect railway fares in the City of Chi- 
cago, the company’s income will probably 
show considerable expansion. This, 
doubtless, would have an important in- 
fluence on the price of the bonds in the 
open market. 


HIGH GRADE BONDS 
A Good Assortment 

In our opinion, standard bonds are sow 
selling at bargain levels, and we beiieve 
that it is only a question of time when 
they will sell considerably higher. Our 
preferences incline to the following: 

New York Telephone 4%s, now selling 
around 73. Denver & Rio Grande Ist 
4s, now selling around 60. Western Pa- 
cific Ist 5s, now selling around 78. U. S. 
Rubber Ist 5s, now selling around 79. 
Montana Power ist and Refunding 5s 
now selling around 78. Indiana Steel Ist 
5s now selling around 84. 

All of the above bonds are safe invest- 
ment issues and are now selling at prices 
that will return over 6% a year and more 
than 7% if held till maturity. 


BRITISH BONDS 
Particulars and Ratings 

As requested we are sending you the 
following synopsis of: 

United Kingdom of Great Britain and 
Ireland, 5%4% Gold Notes. $150,000,00u 
5-year notes due November, 1921. Inter- 
est payable May-November, J. P. Mor- 
gan & Co. New York, and in London at 
fixed rate £4,862. All outstanding. Na- 
ture of Lien: A direct obligation of the 
British Government. 











INVESTMENT OR 
SPECULATION? 


Planting good seed in fertile soil 
is Investment ; betting on how many 
potatoes to a hill it will produce is 
speculation. 


Guaranteed First Mortgage Cer- 
tificates are an investment pure and 
simple. As they do not fluctuate 
and are in no way affected they of- 
fer no opportunity for speculation. 
But no investor ever loses. They are 
risk proof. Besides the security in 
a fine piece of selected New York 
City Real Estate, the Lawyers Mort- 
gage Company unconditionally 
guarantees the payment of both 
principal and interest in any event. 


Guaranteed First Mortgage Cer- 
tificates are purchasable in any 
amount from $100 upward and yield 
544% net. 


Send for booklet M-6. 


LAWYERS MORTGAGE CO. 


RICHARD M. MURD, President. 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
18 Montague St., Brooklyn. 














$1,000 
612% First Mortgage 
On Farm Valued $4,810 


ECURED by first mortgage on 
farm of 147% acres. The am- 
ple security back of it and the 

high yield makes it a most desirable 
investment. Other mortgages rang- 
ing from $300 to $8,000 yielding 6% 
to 644%—+can be had from us with 
security equally as good and ample. 
We invite correspondence from in- 
vestors seeking Farm Mortgages with 
absolute security and good rate of 
interest. 

They can be purchased from us for 
cash or on the partial payment plan. 
Send coupon below for complete list, 
and our interesting booklet on farm 
mortgages. 


GEORGE M. FORMAN & CO. 


Farm Mortgage Bankers 
11 So. La Salle St., Chicago, Ill. 
35 Years Without Loss to a Customer 


GEORGE M. FORMAN & CO., 

11 So. La Salle St., Chicago, Ill. 
Gentlemen: Without obligating me in 
any way, please mail your booklet, to- 
gether with list of farm mortgages 
yielding 6% and 64%. 


























We have prepared a pam- 
phlet entitled 


“Opportunities 
in Liberty Bonds 
and 
Victory Notes” 


Copy on Request 


SUTRO BROS. & CO. 


MEMBERS 
NEW YORK STOCK EXCHANGE 


120 Broadway 
NEW YORK 


Telephone: Rector 7350 


57 St. Francois Xavier Street 
Montreal 




















United Kingdom of Great Britain and 
Ireland, 20-year 54%% Gold Bonds, due 
Feb. 1, 1937. Interest “as above.” Au- 
thorized $143,587,000, all outstanding. The 
bonds are not redeemable before matur- 
ity. Nature of lien: “as above.” Listed 
on New York Stock Exchange. 

United Kingdom of Great Britain and 
Ireland 10-year Convertible Gold 5%, 
due Aug. 1, 1929, three-year convertible 
5%%. Notes due Nov. 1, 1922. Interest 
Feb. 1 and August 1, J. P. Morgan, New 
York. Authorized $250,000,000, all out- 
standing. Nature of lien: as above. Con- 
vertible at 100 and interest into National 
War 5% Bonds, fourth series at 100 and 
interest. Sterling exchange being com- 
puted for the purpose of conversion at 
4.30. The war bonds are payable at ma- 
turity Feb. Ist, 1929, at 105%. Conver- 
sion of 10-year bonds may be made at 
any time prior to Feb. 1, 1929. Conver- 
sion of three-year notes can be made any 
time prior to Nov. Ist, 1922. All of the 
above may be considered as high-class in- 
vestments and are quoted daily. 


MIDVALE—CAMBRIA—INLAND 
Large Earnings on Steel Group 

The figures published in the Magazine 
of the 15th on Midvale and Westinghouse 
are on a basis of their par value of $50 
per share. 

Cambria Steel (par value $50) earned 
$4.64 on its $45,000,000 capital stock in 
1919. This compares with $8.40 in 1918. 

Lackawanna Steel (par value $100). 
The company reports for March 31, 1920, 
quarter deficit after charges and federal 
taxes of $449,720, compared with net 
profits of $1,207,109, or 3.43, carried on 
$65,097,500 stock in same 1919 period. 

Inland Steel for year ended Dec., 1919, 
shows net profits after charges and fed- 
eral taxes of $5,065,113, equivalent to 
$20.24 a share (par $100) earned on the 
$25,019,500 capital stock against $5,166,- 
549 or $20.65 a share in the preceding 
year. 


HUDSON MANHATTAN INCOME 5s 
Some Obscure Points Explained 

The mortgage under which the Hudson 
& Manhattan Adjustment Income Mort- 
gage 5% Bonds of 1957 were issued, pro- 
vides that the interest on these bonds for 
the 11 months ended December 31, 1913, 
and for each succeeding year thereafter 
until January Ist, 1920, shall be non- 
cumulative at the rate of 5%. After Jan- 
uary 1, 1920, however, the rate of in- 
terest shall be cumulative at 5%. No in- 
terest is payable except when as declared 
by the Board of Directors out of avail- 
able income as determined by the Board; 
such determination to be made on and 
before March 1, for the interest payable 
April 1, and on or before September 1, 
for the interest payable October 1 each 
year from six months’ period ending june 
30 and December 31. No interest need 
be paid unless the surplus income, as de- 
termined, shall suffice to pay at least one- 
quarter of 1% and the rate of interest de- 
clared need not be a fractional figure 
other than % of 1%. As a matter of 
fact, no interest has been paid on this 
issue of bonds since June 30, 1916. 

The fact that heretofore interest has 
not been paid at the full rate does not 








Canada’s Leading 
Manufacturing Industries 
Lumber and Pulp 


Offer Unrivalled Opportunities for 
Profitable Investment 


We Offer the 
FIRST MORTGAGE 
7% BONDS 


Of a Canadian Company of over forty 
years successful operation in the lumber 
business which is completing a Mill to 
Manufacture KRAFT. 


Some Salient features of the issue: 


—Sound Management including Experts 
with thorough knowledge of the 
business. 

—Ample supply of raw material. 

—Easy access to market by the Com- 
pany’s own vessels at all seasons of 
the year. 

—Long term contracts for their total 
output at market prices. 

We can supply a limited amount of 
bonds at 100 AND INTEREST (Cane- 
dian Funds) with a Stock bonus of 2%. 

At the present rate of Exchange these 
Bonds return 84% to the United States 
investor and offer an opportunity to 
further participate in the surplus earn- 
ings of the Company through the 
Stock Bonus. 


OHN STARK &C9 
J yio7., Ae Toronte stock bxchange 
CANADA 























Do You Know 
Canada? 


United States investors are 
finding Canada a_ profitable 
field for investment. High 
bond yields, a favorable ex- 
change rate, and other con- 
ditions conduce to this. 


“The Income 
Builder” 


tells you what you need to 
know about the Canadian 
investment field. The trend of 
bank clearings, exports, com- 
modity prices, so important to 
the investor, are shown by 
monthly “Investment Barom- 
eters.” 
Analyses of securities and in- 
dustries; concise information; 
timely hints. 
Ask for FREE COPY of 
this Monthly Review 


K SANSON (0: 


INVESTMENT. BANKERS 
Members Toronto Stock Exchange 
TORONTO, CANADA 


CLIP OFF HERE 
rere MEMO =------: 
i 








Write Graham, Sanson & Co., 
85 Bay St., Toronto, for free 
Copy of their Monthly In- 
vestment Review, 

“‘The Income Builder’’ 
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German 


Bonds 





City of Bremen 

City of Frankfort... .... 
City of Hamburg. ...... 
City of Leipzig 

City of Vienna 


ALSO 
French Gov't 
Italian Gov't . . 


Telephone or write 
quotations. Ask for full 
detailed Circular M. W. S. 


Farson,Son& Co. 


Members New York Stock Exchange 


115 Broadway, New York 





————] 


Investors 











By answering this adver- 
tisement you will learn the 
essential facts about a 
bond which matures in 
five years, yields 8.40% 
and at the same time of- 
fers an opportunity to 
realize a possible profit of 
$650 on every $1,000 bond 
you buy. 


An unusual investment 
opportunity. 


Ask for Letter No. W 145 


Herrick & Bennett 


Members New York Stock Exchange 
66 Broadway, New York 
Telephone Rector 9060 


Uptown Office—51 E. 42d St. 
Ralph H. Dunn, Manager 


J 
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entitle the holder to receive full payment 
in later years when the dividend is 
earned. The coupon which calls for 
2%2% merely lapses in case no interest is 
paid. After January 1 next, however, 
when the interest becomes cumulative, it 
will be to the interest of the holder to 
retain his coupons until such time as the 
directors deem it expedient to pay off 
the accrued interest. 


FOREIGN BONDS 
Discrimination Is Necessary 


In view of existing conditions in Eu- 
rope all foreign government bonds must 
be regarded as more or less speculative. 
And this is particularly true for German 
Government and Municipal Bonds. Until 
there is a more stable government estab- 
lished in Germany, and until there i: 
much more improvement in financial and 
economic conditions in that country, most 
German securities must be regarded as 
rather risky. French Bonds, however, we 
believe to be much safer. The country 
has a stable Government at any rate, and 
if current reports from the other side are 
true the country is making rapid prog- 
ress toward rehabilitation. Substantially 
the same may be said of the new Belgian 
Bonds 


ANOTHER HARRIMAN 
“ARRIVES” 


(Continued from page 152) 


as he soon will be referred to in shipping 
and financial circles. At the time, young 
Harriman was chairman of the Board 
and before the year 1917 had passed, four 
millions were spent in developing these 
old-fashioned yards up to their present 
state of perfection. New _ ship-ways, 
crane runways, wet docks, storage facili- 
ties, shops and machinery, all were in- 
augurated. 

Did “W. Averill” stop there? Indeed 
he didn’t, purchasing later, an interest in 
the Independent Steamship Co., an old 
time line plying to Madeira, Canary 
Islands, Morocco and on to the Levant 
Not long after this he got a controlling 
interest in the Shawmut Steamship Co. 
of Boston, and the Coastwise Steamship 
Co., both owners of many vessels en- 
gaged in the coal business along the At- 
lantic coast. Only the other day, he ob- 
tained Lord Cowdray’s, the English Oil 
King’s, interest in the American- 
Hawaiian Line, and is now its treasurer 
and vice-president. And unless he has 
sold out his holdings to the Rockefellers 
since I saw him, a couple of weeks ago, 
young Harriman, is vice-president and a 
member of the executive council and a di- 
rector of the Union Pacific. 

Enough of all this, to justify “W. 
Averill’s” hope, that like his noted father, 
he will become one of the “strong” men 
in the transportation field. A great first 
chapter of his own, if it is the last chap- 
ter of auld John Roach’s career. And 
I'll wager’ that before young Harriman 
gets through, his biographer will have 
little cause to complain because of lack 
of “copy.” But my task, a pleasant one 
to be sure, is to announce and to herald 
the advent of this merchant marine prince, 
whose sturdy. Americanism shaped the 
role he is to play in the world of men. 





ROCKWOOD & CO. 


8% Preferred Stock 


Rockwood & Company, 
established in 1886, 
is one of the three 
largest refiners and 
manufacturers o 
Chocolate and Co- 
coa in the United 
States. 


Net Earnings for the past 
three years have av- 
eraged $811,877, and 
for 1919 were $1,- 
508,655, or 6 times 
Preferred dividend 
requirements. 
Current Assets ex- 
ceed current liabili- 
ties by five to one. 
Net Quick Assets 
alone are equal to 
$120 for each share 
of Preferred Stock 
outstanding. 

Subject to prior sale, we offer 

Rockwood & Company 8% Pre- 

ferred at $100 per share, to 

yield 8%. 

Send for Complete 
Circular MW 370. 


Hollister,White & Go. 


50 Congress Street 
Boston 


92 Cedar St. N. American Bldg 
NEW YORK PHILABELPHIA 














170 Broadway 








EXCEPTIONAL 
INVESTMENT 


We are offering a short 
term, high grade col- 
lateral trust gold bond, 
secured by one of the 
leading oil producers in 
this. country. 


This bond carries a 
bonus of common stock 
in a newly organized oil 
company which promises 
to be very successful., 


An opportunity is thus 
afforded the investor to 
share in the profits of 
the oil business without 
risk of capital loss. 


Full particulars on request. 
Ask for Circular I 


MAGUIRE & BURLEIGH 


ks and Bond 
New York 
Phone Cortland 3573 


























Pending Adjustment 
Canadian Exchange 


The present abnormal dis- 
count on Canadian Funds has 
made it necessary for many 
corporations and investors to 
retain large balances in 
Canada pending an adjust- 
ment of Exchange to lower 
levels. 


We have prepared a Circular 
outlining suggestions for the 
profitable employment of 
such funds and shall be glad 
to forward same upon request. 


A. E. AMES & CO. 


74 Broadway, New York. 


INVESTMENT SECURITIES 
Established 1889 


Head Office: Union Bank Bldg., Toronto 
Chicago Montreal Victoria, B. C. 














HIGH CLASS 
Preferred 


Stocks 


Peculiarly appeal to Inves- 


tors of Moderate Incomes 


Dividends free from 
Normal Federal In- 


come Taxes 


Yields from 7'2% to 82% 


Circular P-23 on request. 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street, New York 




















BOND BUYER’S GUIDE 
Arranged by F. M. Van Wicklen 





table includes many of the active 


HIS 
bonds listed in the New York Stock Ex- 


cessarily rec 


but not ne- 


change. They are 
ommended. An endeavor has 


made to arrange them in the order of desir- 
ability as investments, based upon security 
and return. 


income he arrange- 
below attempts to balance these two 





ment 
factors. table appears in every o 
issue this mag 
Foreign Government Bonds 
Apx. 

Apx. Id. 

Price % 
Jap. Ist 4%s, 1925 (par $974).... 75% 10.80 
ym 2nd 4%s, 1925 (par $974).... 74% 11.20 
ap. 4s, 1931 (par $974).......... 58 10.10 
U. K. Gt. B. & I. 5%s, 1937...... 84% 7.10 
U. K, Gt. B. & I. 5%s, 1929...... 90 7.00 
U. K. Gt. B. & I. 5%s, 1922...... 94 8.25 
Paris Ga, Oct. 15, 1921.....ccccces 92 11.70 
French Cities <, Eee 86% 7.60 
U. K. Gt. B. & I. 5%s, Nov., 1921. 94% 9.60 
Dom. Canada ay " April, ere 9.50 
Dom. Canada 5s, April, 1926.. j 7.40 
Dom. Canada 5%s, Aug., 1921..... 9 8.00 
Dem. Canada 5%s, Aug., 1929.... 6.85 
Dom. Canada 5s, April, 1931...... 9 6.45 
Anglo-French 5s, Oct. 15, 1920..... 99 8.00 


Railroad Bonds Legal for New York 


State Savings Banks 


First Grade: 


So. Pac. Ref. 4s, 


_ 
So 


6. 
Lou. & Nash. Winfield 4s, 1940. 77 6.00 
C. Burl. & Q., Ill. 3%s, 1949...... : 66 6.00 
Sonnquovents Gen. 5s, ge 83 6.10 
Coast Line Conv. 4s, 1952..... 73% 5.85 
Union Pacific Ist 4s, 1947......... 77 5.65 
Weer, Dee. Be En GR, Tee cscccccses 71 5.70 
C. & No. West. Gen. 5s, 1987..... 87 5.75 
Union Pac. Ref. 4s, 2008.......... 70% 5.75 
Norf. & West. Cons. i. 72 5.60 
Atch., T. & S. Fe Gen. 4s, 1995... 73 5.55 
Pennsylvania Cons. 4%s, 1960..... 86 5.35 
I. Bo Comt. Set S3he, TS7. .ccccese 64 5.50 
Lake Shore Ist 3%s, Re 66 5.40 
C., Burl. & Q. Gen. 4s, 1958...... 71 5.90 
C., M. & St. Paul Gen. 4s, 1989... 62 6.50 
. St. Paul & S. S. Marie 4s, 1938 75 6.35 
Nor. Pacific Ref. 4%4s, 2047....... 73% 6.15 
Illinois Cent. Ref 4s, 1955........ 69 6.15 
Del. & Hudson Ref. 4s, 1943...... 70% 6.50 
SE OS 52% 5.70 
Gt. Northern 4%s, 1961........... 75 5.85 
Second Grade: 
Balt. & Ohio P. L. 3%s, 1925...... 80 8.50 
Ralt. & Ohio Ist 4s, 1948.......... 60 7.45 
ll . & St. Paul Conv. 4%s, sees 66% 9.10 
alt & St. Paul Ref. 4%s, 2014.. 58 7.85 
nt M. & St. Paul Conv. 5s, 2014.. 65 7.75 
N. Y. Cent. Ref. 4%s, 2013....... 72 6.30 


Railroad Bonds Not Legal for New York 


State Savings Banks 





First Grade: 

C., Burl. & Joint 4s, 1921...... 94% 9.80 
Union Pac. Conv. 4s, 1927........ 80% 7.70 
Kans. C. So. 3s, i aah ine oes 2u% 6.65 
Ches. & Ohio Gen. — Si wares 71% 6.45 
Co Boe. Bet Ge, Boles cvcesscace 7 7.45 
Atch., T. & S. Fe Adj. 4s, 1995.... 65% 6.25 
Seaboard Air Line Ist 4s, 1950.... 51% 8.50 
Ore. Sh. Line Ref. *, m 1d sot ened 78% 7.20 
New Orl. ate Ge. Be chtac ones 62 7.00 
At. Coast L. L. & N. 4s, 1952.... 63% 6.85 
Lake Shore Deb. 4s, 1928.......... 79% #8 7.40 
Wabash Ist 5s, "ageing 83% 6.55 
Virginian Ist Ss, 1962............. 75 6.75 
Cent. Pac. Ref. 4s, 1949........... 69 6.40 
Til. Cent., C., St. L. & N. O. 5s, 1963 74% 6.80 
Southern Cons. 5s, 1995........:.. 80% 6.30 
Pere Marquette 5s, Sie reene arenes 79% 6.45 
Ore.-Wash. R. R. & N. 4s, 1961.... 66% 6.30 
Kans. City Term. 40, 1960......... 68% 6.10 
Lehigh Valley 6s, seas. ° 6.90 
harmed soa Js M ony 6.70 
Welles Pee. Ge, BOER. oc ciccecvccses 9 6.50 
N: Y. Cent. ° S Coil 3%s, 1998.. 57 6.20 
C., Rock I. & Pac. Gen. 4s, 1988... 69% 5.90 
Illinois Cent. 5%s, 1934.........4. 7.15 
St. L., So. West. Ist 4s, 1989...... 61% 6.60 
Reading Gen. 4s, 1997.........+055 76 5.40 
Second Grade: 

Ches. & Ohio Conv. she =: - 69% 9.40 
St. L.-San Fran. P. L. $s, 1950.... 65% 8.05 
Den. & Rio Grande San? 4s, 1936. 62 8.45 
Chen, & Ohio Conv. 5s, 1946...... 736@ #2=7.35 
So. Pac. Conv. 4s, eo Fosed because 75 7.90 
So. Pac. Conv. 5s, 1934.........+.+ 266 5.35 
C., Rock 1._& Pac. Ref’ 4s, 1934.. 8.40 
Col. & So. Ref. 4%s, 1935......... ‘Hy 7.80 
N. Y¥. Cent. Conv. 6s, 1935........ 88 7.40 
Cent. of Ga. 6s, 1929. .....-+--00+s 86% 8.15 





(Continued on page 218.) 














FOUNDED 1852 


Investment Securities 


Letters of Credit 
Foreign Exchange 
Travelers’ Checks 


Correspondents 


Throughout the World 


Knauth Nachod & Kuhne 


Members New York Stock Exchange 


EQUITABLE BUILDING 
New York 























$161,000 
Jefferson County 


Kansas 
5% Road Bonds 
Due May /, 1921-30 Inclusive 


A bond of one of Kansas’ pros- 
perous counties, in one of the 
best agricultural sections of the 
United States. Ain investment 
combining safety of principal, 
income free from tax, and prob- 
able profit upon return to nor- 
mal conditions. 


Price to Yield 534% 


Spitzer, Rorick 
& Company 
Established 1871 
Equitable Bldg., New York 


Toledo Chicago 
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MARKET STATISTICS so —_—_— 
N. Y. Times 


N. Y. Times. Dow, Jones Avgs. 7-50 Stocks— 
40 Bonds. 20Bonds. 20Rails. High. Low. 


Monday, May 24 65.80 87.57 69.95 79.16 77.85 . ° 
Tuesday, May 25 65.96 90.24 71.28 80.66 78.66 ' Partners m 


Wednesday, May 26.. 66.28 90.01 71.37 81.06 80.39 ° 
Thursday, May 27.... 66.58 91.01 71.72 82.17 80.70 Prosperity 


Friday, May 28 67.06 91.81 72.89 82.67 81.54 
Saturday, May 29.... 92.06 73.24 82.66 82.05 OU can share in the 
Monday, May 31 HOLIDAY. unusual prosperity of 
Tuesday, June 1 . 72.28 82.02 80.92 certain public utility com- 


Wednesday, June 2.... : . 72.14 81.73 80.86 . hich : 
Thursday, June 3.... 67: . 71.98 82.29 81.37 panies which enjoy natural 


Friday, June 4 / - 7201 82.17 81.25 
Saturday, June 5 ; 81.95 growing income. 


We offer the 
bonds and notes 
*STOCK+MARKET- AVERAGES: of such companies 


to yield 
§ 25Railroads. 


62% to 8% 
# 25 Industrials. 


*K Combined Averages of 258.2 &75 Indust Ask for descriptive booklet MG-200. 


AHBickmore &{h 


lil BROADWAY, NY. 


advantages of location and 





























EST.1670 


Investment 
Opportunities 


The present investment mar- 
ket offers opportunities un- 
equalled in a generation. 


Not since Civil War times 
have anaes ant ony m8 
curities sold at such low fig- 
Scalar hae ures. Prime railroad bonds 
2 PUBLIC are today selling at prices to 
| yield the purchaser 7%- or 
more. Industrial bonds show 
even higher returns. Govern- 
ment bonds can be bought to 
yield over 6%. 


= 

‘U-5-GOVT+ BOND: AVERAGES: Now is the time to invest 

1919 1920 money in such securities and 

Oct Hlov Dec Jan Feb Mar thus continue to get the bene- 

fit of these high interest rates 

for years after prices have re- 
turned to normal. 











* AVERAGE: PRICE -OF-40-BONDS- 





9 Write us for investment 
5 suggestions 


* Dominick & Dominick 
Members N-Y. Stock Exchange 
15 Broadway Phone Rector, 2020 
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Railroad Bonds 
Classified in 
Four Groups 


OT in fifty years have | 

railroad bonds sold at | 

their present low levels. 
This has been due to a com- 
bination of adverse factors 
whose forces are gradually 
diminishing. In a special cir- 
cular we discuss the railroad 
bond market from several dif- 
ferent angles, and specifically 
mention a large number of | 
bonds which we have classi- | 
fied in four groups, according | 
to our judgment of their in- 
vestment merit. 


Send for Circular No. 731 
“The Railroad Bond Market” 


Spencer, Trask & Co. | 


25 Broad Street, New York | 
ALBANY BOSTON CHICAGO 


Members New York and Chicago 
Stock Exchanges 

















HIGH GRADE 
HIGH YIELD 
RAILROAD 
BONDS 


Which are the best for Conser- 
vative Investment and Profit— 


New 7% R. R. Bonds? 
Old 4% R. R. Bonds? 


COMPARATIVE STUDY ON REQUEST 


MARTIN & CO. 


1411 WALNUT ST. 
PHILADELPHIA 





Financial News 


and Comment 


Note—The Railroad and Industrial Digest, Notes on Public Utilities, Oil 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither THE MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 


and trustworthy. 
corroboration.—EnbitTor. 


Investment commitments should not be made without further 








RAILROADS 











BOSTON & MAINE.—I. C. C. Rec- 
ommends Loan.—The I. C. Commission 
has recommended to Secretary of the 
Treasury a loan of $5,000,000 to the com- 
pany to help it meet obligations maturing 
in 1920 to the amount of $8,843,000, on 
condition that the road finance refunding 
of remainder of these maturities by the 
issue of new general mortgage bonds at 
not less than par and bearing interest not 
in excess of 6%. This loan will enable 
the road to ier holders 50% of the face 
value of the bonds assumed by the com- 
pany under the consolidation of Decem- 
ber, 1919, in cash and 50% in new 6% 
mortgage bonds, due 1930. v. 25, p. 760. 

CANADIAN PACIFIC.—Plans Ex- 
tensions.—Company contemplates mak- 
ing an early entry into that part of north- 
ern Quebec lying east of Lake Temiskam- 
ing and adjacent to the province of On.- 
tario. Company’s engineers are inspecting 
the district. The plan is said to be to 
extend the Mattawa branch to the river 
Des Quinze. v. 25, p. 760. 

ERIE.—Earnings Smaller.—Net cor- 
porate surplus for 1919, after charges, 
amounted to $5,122,104, equivalent, after 
allowing for 4% dividend requirements 
on the first and second preferred stocks, 
to $2.28 a share on the $112,481,900 com- 
mon stock, compared with $6,220,370, or 
— a common share in 1918. v. 25, p. 


GRAND TRUNK RY. (Canada).— 
Traffic Largest in History.—The 1919 
traffic was the largest in the history of the 
company, but the increased gross receipts 
have been more than absorbed by the in- 
crease in working expenses. The higher 
operating costs were due chiefly to the 
high scale of wages paid without adequate 
rates to meet the increased expenses thus 
incurred. 

KANSAS CITY, MEXICO & 
ORIENT.—Needs Aid.—The company, 
which serves a territory of 800 miles on 
the Mexican border, will have to suspend 
service unless the I. C. C. gives it as- 
sistance from the $300,000,000 revolving 
fund provided by the railroad act. Road 
is losing $100,000 a month and will be 
unable to operate after the government 
guarantee ceases September 1, 19 

LOUISVILLE & NASHVILLE.— 
Subsidiary’s Income Statement.—Nash- 
ville, Chattanooga & St. Louis Ry. shows 
net income for 1919, after charges and 
taxes of $1,790,505, or $11.19 a share on 
the $16,000,000 outstanding capital stock 
compared with $11.49 earned in the pre- 
ceding year. Surplus after dividends 
amounted to $670,505 against $718,177 in 
= a decrease of about 7%.—v. 25, p. 


PANHANDLE.—Mortgage Ratified. 
—Stockholders, at a special meeting 
authorized the creation of the general 
mortgage, dated June 1, 1920. The total 


amount will be limited to three times the 
capital stock of the company. The stock- 
holders also authorized the proposed in- 
crease in the indebtedness of the company 
of $35,000,000. The directors have author- 
ized the immediate issue of $20,000,000 
series “A” 50-year, 5% general mortgage 
bonds. These bonds were offered by the 
Pennsylvania company for the purpose of 
acquiring the minority stock of the Pan- 
handle.—v. 25, p. 


PENNA. R. R.—Subsidiary in Good 
Position.—The Phila. & Camden Ferry 
Company earned its dividends of 18% 
with a surplus of $17,105 in the past year. 
Corporate surplus was increased from 
$598,411 to $615,516. Gross income gained 
$12,320, and net showed an advance of 
$48,174. Income account was based on 
Federal rental of $491,557.—v. 25, p. 761. 

ROCK ISLAND.—Doing Record 
Business. —Company is doing the larg- 
est business in its history, but net is not 
commensurate owing to the high ratio of 
operating expenses. It is expected, how- 
ever, that with a rate increase of 23.9% 
projected for western roads, the company 
will show satisfactory net earnings, which 
would enable it not only to earn full div- 
idends on the 7% and 6% preferred stocks 
but a very substantial balance for the 
common. 

Southern and Southwestern lines are 
now making relatively the best showing 
of any part of the system. Owing to the 
large business, company is in need of 
equipment with which to handle it. Net 
operating income for the first quarter 
amounted to $3,439,538, compared with a 
deficit of $161,557 in the corresponding 
1919 quarter.—v. 25, p. 506. 

SOUTHERN PACIFIC. — Applies 
for Tax Exemption—Company has 
filed an application for exemption from 
state taxation of receipts from govern- 
ment freight and passengers while the 
railway was under Federal control. M: D. 
Lack, secretary of the Equalization Board, 
said tax exemption would not be granted. 
The board last year denied a similar ap- 
plication from the U. S. R. R. Admin.— 
v. 25, p. 619 

SOUTHERN RY.—Income Account. 
—Net operating income for 1920 is esti- 
mated at $25,077,463, and surplus after 
preferred dividends at $9,132,232, or $7.61 
per share of common. Estimate is based 
upon the assumption that the March 
quarter represents 19% of the year’s 
traffic and upon 1918 fixed charges and 
other income. No account is taken of 
the impending increase in freight rates.— 
v. 25, p. 705. 

WESTERN PACIFIC.—Buys D. & 
R. G. Securities—Company has ac- 
quired for $1,282,235 at a public auction 
securities belonging to the Denver & Rio 
Grande, held to satisfy a judgment 
obtained against the D. R. G. for the 
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PROFIT 
FROM 
YOUR 
SAVINGS 








Send for details of our Part Pay- 
ment Plan, which will pa 
you to purchase 


CITIES SERVICE 
BANKERS SHARES 

$5.00 per share with order and 

$5.00 monthly until paid for, dur- 

ing which time all dividends re 

ceived will be credited to your 

account. 








The Cities Service Company, in 
addition to owning and operating 
extensive public utility proper- 
ties in diversified communities, is 
one of the largest producers of 
oil in the U. S. 











The attractive investment and 
speculative features of Cities 
Service Bankers Shares, and 
the present income, which the 
holder enjoys through cash 
and stock dividends, will be 
explained to those interested 
in our part payment plan. 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 
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Send for information on company 
earning approximately 


100% PER ANNUM 
ON PRESENT PRICE 
OF STOCK 


Before Taxes and Depreciation 


R.C.Mecarcec&Co. 


27 Pine Street, New York 








non-payment of bonds. Although the 
amount stated in the judgment is $32,- 
448,593, it was said that most of this had 
already been realized in another manner. 
—v. 25, p. 761. 


INDUSTRIALS 


AMERICAN BOSCH MAGNETO. 
In Good Position.—Earnings for April 
were $223,000 or at the annual rate of 
about $2,500,000. This is at the rate of 
$29.83 a share (prior to deduction for 
taxes) on the 83,000 shares of capital 
stock now outstanding. In view of the 
favorable position and the excellent out- 
look for the future, directors have de- 
clared a stock dividend of 20%, payable 
July 15 to holders of record July 3. Stock 
to be maintained on a $10 annual dividend 
basis. Unfinished business on hand 
amounted to $8,000,000.—v. 25, p. 671. 

AMER. BRAKE SHOE & FDRY.— 
Recapitalizes—In accordance with the 
planned recapitalization, an issue of $10,- 
000,000 7% cum. pfd. stock will be created, 
redeemable at 110 at option, and 400,000 
shares of common, no par value. Holders 
of preferred now outstanding, will receive 
in exchange for each share of stock one 
share of new preferred and three shares 
of new common, and holders of present 
common ($100 par) will receive new pre- 
ferred, share for share. New common en- 
titled to all earnings after dividends on 
preferred. 

AUSTIN, NICHOLS & CO.—In- 
come Statement.—Surplus for the year 
ended January 31, 1920, after Federal 
taxes, charges and preferred dividends 
amounted to $1,006,642, or $6.70 a share 
on the 150,000 shares common of no par 
value. Gross income for the same period 
was $5,138,525, including income from 
operations of the old company and its 
subsidiaries to Aug. 26, 1919, of the new 
company from that date, of the Hoyt busi- 
ness in Jan., 1920, of the Fame Co., and 
51% of income from operations of Wilson 
Fisheries from Dec. 28, 1918, to Jan. 31 
1920.—v. 25, p. 346. 

AMERICAN WOOLEN.—Increases 
Stock.—The retail price cutting cam- 
paign has created considerable gossip con- 
cerning cancellations. Some cancellations 
have arisen, but in no case greater than 
in normal years before the war, and con- 
stitute only 30% to 35% of the total 
product. 

Company has increased its preferred 
capital stock from $40,000,000 to $60,000,- 
000, and the common from $20,000,000 to 
$40,000,000, and has authorized the issu- 
ance of $20,000,000 new common at par.— 
v. 25, p. 762. 

AMER. WRITING PAPER.—Not 
Affected by Strike—Company’s mills 
are running at capacity despite the strike 
of unskilled labor which put 700 men at 
the Holyoke mills out of work. The 
strikers’ places have been filled and pro- 
duction has not been curtailed. The de- 
mands of the men embody an advance of 
14 cents an hour. Present scale for un- 
skilled labor is 56 cents an hour.—v. 25, 











Pp. ‘ 

ATLANTIC FRUIT.—In Strong 
Position —Net profits for 1919 after 
charges and taxes amounted to $1,807,070, 
or $4.57 a share earned on the 395,000 
shares of capital stock of no par value. 
The excess of current assets over current 
liabilities is $6,247,152, equivalent to $15.82 
a share.—v. 25, p. 762. 

BALDWIN LOCO.—Terms of Ru- 
manian Contract.—Has received order 
for 50 locomotives from Rumanian gov- 
ernment. ‘Payment is to be made in oil, 








Canada— 


The Investor's 
Opportunity 


The high premium on American 
funds is causing hundreds of 
United States Investors to buy 
high-grade Canadian Bonds and 
Debentures. 


The discount at which Americans 
can buy them makes their yield 
exceedingly attractive. 


Their se 
curity is sound; they are readily 
marketable. Principal and inter- 
est on many of them are payable 
in American funds. 


To give you an idea of the oppor- 
tunities offered by the Canadian 
investment field—write for a copy 
of the Special United States Edi- 
tion of Investment Recommenda- 
tions, our quarterly publication. 
It will repay your reading. 


AGENCY OF 51 


Royal Securities 


CORPORATION 
(CANADA) 
LIMITED 


165 BROADWAY NEW YORK 








30 Years 





NTIMATE KNOWLEDGE 

of the needs and habits 
of the people, acquired by 
years of experience and ac- 
tual residence in the coun- 
tries themselves, is essential 
when transacting business 
abroad. 


23 Branches in South America 
8 Offices in Europe 
Direct Connections with India 


“BANK, LIMITED 
New York Agency, 49 Broadway 
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On the 


New York 
Stock Exchange 


1919 Bond Sales 


The par value of all the 
bonds sold on the floor of 
the New York Stock Ex- 
totalled 


change last year 
largest 


$3,771,217,764, the 
ever record 


BOND SALES 
(Par Value) 


=. - $493,459,625 
$336, 451,120 

1908. \$1,314,056,200 

1919. . .$3,771,217,764 


The extraordinary volume 
of trading in 1919 may be 
partly attributed to public 
appreciation of bond invest- 
ments brought about by the 
Liberty Loan campaigns. 


A. Housman & Co. 


New York Stoek Exch. 


Liverpool Cotten Ass'n. 


20 Broad Street, New York 


Branch Offices—25 W. 33d St. 
New York City. 


Liberty Building, Philadelphia 




















Mexican - Panuco 
Oil Company 
Stock Auth. and Out $3,000,000 


, NO BONDS 
NO PREFERRED STOCK 


Present production at rate 


of 13,000 bbls. daily 


} OIL SOLD WILL NET COM- 
PANY 323 CTS. 


Intensive development campaign 
should more than double present 
production. 


OFFSET TO WELL PRODUC- 
ING 4,500 BBLS. DAILY. 
NOW DOWN 1,600 FEET. 


Circular MW-68 Upon Request 


A. E. FITKIN & CO. 


Members N. Y. Stock Exchange 
141 BROADWAY 
New York City 
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one-tenth of value of contract in oil being 
payable before first engine is shipped, and 
balance in sixty monthly instalments. 
Engines will be delivered assembled and 
under steam.—vy. 25, p. 763 

BETHLEHEM STEEL.—Subsidiary 
Acquires New Interests.—The Bcthle- 
hem Steel Company, a subsidiary of the 
corporation, has acquired the Bird Cole- 
man and the North Cornwall furnaces for 
about $600,000. The plants include three 
blast furnaces and all machinery and 
equipment in addition to about 220 acres 
of land—v. 25, p. 726. 

CHANDLER MOTORS.—Shipments 
at Record Rate—Shipments and de- 
liveries by the company reached a record 
figure in May. The best previous month’s 
shipment was about 2,700 cars. The com- 
pany has provided its own shipping facil- 
ities in its efforts to maintain a steady 
supply of raw materials. The finished 
cars are delivered under their own power. 
—v, 25, p. 763. 

CORN PRODUCTS.—To Increase 
Output.—Plans large expansion which 
is expected to add at least 50,000 bushels 
a day to present output, aggregating about 
120,000 bushels or about 80% of capacity. 
In addition, company will build a new 
plant in the middle west.—v. 25, p. 763 

CUBA CANE SUGAR.—Additional 
Mills Closed.—With additional 4 mills 
ceasing to grind, a total of 12 mills have 
finished their crop; four more are still 
operating, producing about 911,568 bags, 
compared with 1,210,000 bags, estimated. 
The four mills still grinding include 
Moron, the biggest of all, and one of the 
largest on the island.—-v. 25, p. 750 

ENDICOTT JOHNSON. — Income 
Account.—Surplus for the March quar- 
ter after charges, Federal taxes and pre- 
ferred dividends amounted to $7.31 a 
share on the $14,900,000 capital stock of 
$50 par value. Net sales for the quarter 
aggregated $19,182,276, or at the annual 
rate of about $75,000,000.—v. 25, p. 765. 

FISK RUBBER.—Earnings Satis- 
factory.—In the 4 months to May l, 
company earned the full year’s dividend 
requirements of $3,000,000 on both stock 
issues with a substantial margin. Operat- 
ing profit during the first quarter was 
$2,500,000, or 50% as much as the entire 
1919 calendar year. Company is expected 
tc earn $7 to $8 a share on the common 
after all charges.—v. 25, p. 765. 

GOODYEAR TIRE & RUBBER.— 
Buys Cotton Ranch.—Company has 
purchased a 100,000 acre cotton ranch, 30 
miles west of Bakersfield, Cal., for $1,000,- 
000. The ranch is to be planted in Pima 
staple cotton, most of which will be used 
in the new $15,000,000 plant opened at 
Los Angeles. The company has main- 
tained a 28,000-acre ranch in northern 
Arizona for several years.—v. 25, p. 2 


GULF STATES STEEL.—To Re- 
duce Production Cost.—The company 
has completed the shaft it has been sink- 
ing on its Alabama iron ore property. It 
is expected that within a few months, the 
development will have been carried far 
enough to render available iron ore in 


tonnage sufficient for the operation of its 


blast furnace. Use of this ore will ma- 
terially reduce the company’s pig iron 
production cost, as it is a self-fluxing ore 
and has a higher metallic content than 
ore now used. Interests in the company 
have estimated a saving of $5 a ton on 
pig from the use of this ore. On a 
pig iron production of 100,000 tons annu- 
ally, realization of such a saving would 
mean $500,000, or in excess of 4% on the 
common stock. It is therefore expected 
that the common will shortly be placed on 
a dividend basis. 
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by our prompt and 
personal attention to 
your inquiries, 


We Specialize 


in New York Curb securi- 
ties. Our experience as- 


sures your complete satis- 
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X 1620—1920 
NEW ENGLAND 


Generations doing one thing well 


Robertson Paper 
Company 


Established 1864 


Manufactures folding boxes 
and the paper from which 
they are made, combining two 
profits. 

Net earnings are over four 
times the interest charges on 
the 8% preferred stock. 

This stock is tax free in 
Massachusetts and _partici- 
pates equally with the com- 
mon stock above 8%. 

May we send you details? 


Earnest E. Smith & Co. 


Specialists in New England Securities 
52 Devonshire Street, Boston 
SALEM SPRINGFIELD 


tock Exchanges 





rama | New York and Boston 











Service to Investors 


To keep investors advised of 
the latest developments af- 
fecting Cleveland securities, 
many of which are traded in 
on the New York Curb or 
Stock Exchange. 


We publish from time to time 
a bulletin giving this data. 


ROLAND T. MEACHAM 


Member Cleveland Stock 
Exchange 


Guardian Building, Cleveland 




















for JUNE 12, 1920 


INTERNAT’L MERCANTILE MA- 
RINE.—Contracts for Fuel Oil.—Com- 
pany has made a contract with Standard 
Oil of New jersey to supply a part of its 
fuel oil requirements for a two-year 
period. Ships of the company’s fleet which 
have been converted to oil burners are 
just about starting in service. Eight 
boats have been or are being recondi- 
tioned. The Olympic, the largest of the 
boats which have been changed over, will 
use about 25,000 barrels of oil for each 
trip across, and starts in service in June.— 
v. 25, p. 765. 


INTERNAT’L PAPER.—Large Out- 
put Expected.—Production this year 
will approximate 300,000 tons of news- 
print, all of which has been contracted for 
in advance. Prices covering sales are 
adjustible quarterly by agreement between 
company and publishers. Price now in 
effect is $100 a ton against $90 for the 
first quarter of current year, and price 
for the third quarter has been advanced 
to $115.—v. 25, p. 675 

LACKAWANNA STEEL. — May 
Earn Common Dividend.—Total ship- 
ments for May were approximately 100,- 
000 tons compared with 70,000 in April. 
Since the company is able to sell all the 
rails it can produce, it may nearly, if not 
entirely earn its common dividend for the 
first half of the year, after charges and 
Federal taxes. It showed an operating 
loss of $449,720 for the first quarter be- 
fore the quarterly dividend of $526,462. 
To show dividend earned for the first half 
the company will be obliged to show a 
second quarter net of at least $1,502,644.— 
v. 25, p. 766. 

LIBBY, McNEILL & LIBBY.— 
Earnings Statement.—Profits for year 
ended May 3, after Federal taxes 
amounted to $2,707,669, or $2.11 a share 
of $10 par value on the 1,280,000 shares 
of stock. After dividends aggregating 


$1,280,000, the balance of $1,427,669 was 
added to surplus, making total surplus 
$10,753,811. 


MAY DEPARTMENT STORES.— 
To Reduce Preferred.—Plans Increase 
in Common.—Company will decrease 
the preferred stock from $8,250,000 to 
$6,250,000, having purchased $2,000,000 of 
the issue. At the same time it is planned 
to increase the common from $15,000,000 
to $20,000,000, the new $5,000,000 to be dis- 
tributed to holders of common of record 
June 25, as a 33%% stock dividend.—v. 
25, p. 548. 

N. Y. DOCK CO.—Earnings Decline. 
—Company reports for the year ended 
Dec. 31,.1919, surplus after charges and 
taxes of $921,944, equivalent, after pre- 
ferred dividends, to $6.02 a share on the 
$7,000,000 common stock, as compared 
with surplus of $1,084,988, or $8.35 a share 
in 1918.—v. 25, p. 255. 

STROMBERG CARBURETOR.— 
Marked Increase in Earnings.—Current 
earnings are running at a rate more than 
double those of last year, rate of more 
than $800,000 a year after taxes, equiva- 
lent to nearly $11 a share on the stock, 
compared with $5.35 in 1919. 

On April 1, Stromberg had orders for 
244,800 carburetors. On the basis of the 
March output of 49,000, unfilled orders 
will keep Stromberg busy until next Sep- 
tember. New plants will be in production 
within a month or two, which will enable 
the company to begin to catch up with the 
demand.—v. 25, p. 340. 


UNITED DRUG.—To Acquire New 
Interests.—Company is considering the 
purchase of Boots, Ltd., of England, the 
largest chain dru store enterprise in 
Europe. It-has 64 647 stores throughout the 
British Isles and does a gross business of 


Your 
Silent 
Partner 


If you are in business your 
best efforts and the knowl- 
edge gained from years of 
experience are put forth to 
create surplus capital which 
you invest. This invested 
capital may well be termed 
“Your Silent Partner.” 


We have prepared a series of 
folders entitled “Your Silent 
Partner” which we will be 
pleased upon request to send 
each week as they are issued. 


Ask for Series SW-44 


William [2 ompton (0. 


Investment Bonds 
14 Wall St., New York 





CHICAGO 
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$10 per share 
8% 


Cumulative Participating 


Preferred Stock, with prospects 
of a total yearly participation 
of 16% Dividends 


The Shotwell Manufacturing Compan: 
Chicago and Brooklyn, Boseneneet 
1903, manufactures candy specialties, 
sales of one of its trademarked con- 
fections, “Checkers,” last year amount- 
ing to 30,000,000 packages. 


Net tangible assets equal over 300% 
per share of this preferred stock and 
net quick assets 177% per share. 


Prohibition has 
dented demands for the Company’s 
candies—net earnings for the last six 
months, 1919, at rate of nearly four 
times the average net earnings « the 
previous six years, which indicates a 
prospective dividend of 16% for this 
year. 


brought wunprece- 


Send for descriptive circular 


W. G. Souders & Co. 














31 Nassau Street, New York 
Chicago Milwaukee 
Detroit Grand Rapids 
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$40,000,000 annually. Its present cap- 
ital comprises $15,000,000 7% first pfd. 
We offer, at current market prices— $1.170,000. bn ptd. stock, " The acatisi 
tion, if consummated, i peel in- 


ND vuelve more capital.—yv. ». 768 

SHORT TERM BO S WESTERN ELECTRIC. — Has 
Large Unfilled Orders.—Company is 
billing orders at the rate of $15,000,000 per 


Delaware & Hud month. Incoming orders have been 
son 7s, 1930 around $20,000,000 a month during the 


B. F. Goodrich Co. 7s, 1925 jast two months. While buildings are 
Southern Ry. 6s, 1922 only about 75% of bookings, officials be- 
Texas Co. 7s, 1923 lieve plant capacity could approach the 
° —— mark if it were not for the 

elay in receiving materials. Unfilled 
LONG TERM BONDS orders on hand are over $70,000,000 com- 
Great Western Power 5s, 1946 . pared with $60,000,000 March 31, and $47,- 

* 000,000 Jan. 1, 1920. 

Jones & Laughlin Steel 5s, 1939 WESTINGHOUSE ELECTRIC.— 
New York Shipbuilding 5s, 1946 ° Earnings Maintained.—Surplus for 1919 
Woodward Iron Co. 5s, 1952 ’ (year ended March 31, 1920) after 


charges and Federal taxes amounted to 
FOREIGN BONDS $15,206,341, or $10.16 a share on the $74,- 
212,650 combined preferred and common 

French Victory 5s, Issue 1916 . ° of $50 par, the two issues sharing alike in 
French Govt. 4s, Issue 1917 ' dividends after 7% on the common. This 
Italian Govt. 5s, come $008 : : compares with $10.05 a share earned in 
Italian Govt. 5s, Issue 1920 : the preceding year. The negotiations for 
City of Berlin 4s : the sale = — ——. cag ee 
were satisfactorily complete ne large 

State of Hamburg 4% qi volume of business in hand explains the 
necessity for the. large investment in in- 
ventories. The continued demand for the 
company’s products will make necessary 
further additional facilities and - a still. 


Morton Lachenbruch & Co. WORTHINGTON PUMP. —~ Has 


42 Broad Street, New York Large Orders.—Orders for the com- 
pany’s regular lines in the first four 


Chicago Detroit Philadelphia Pittsburgh months of 1920 aggregated more than 
Our Offices Are Connected by Private Wires twice the total received in the correspond- 

ing period of 1919. Together with un- 

filled contracts, as of Dec. 31, 1919, aggre- 
gating $8,784,542, these bookings assure 
capacity operations throughout 1920. Net 
earnings on this volume of business are 
expected at least to equal last year’s show- 
ing, when a balance of $17.28 a share was 


left for the common stock.—v. 25, p. 768. 


Detroit is the recognized automobile center i 
of the world—and the market for automo- PUBLIC UTILITIES 








Descriptive Circular and current prices submitted upon request 
































bile st “ AMER. PUBLIC UTILITIES. — 
Questions Wisconsin P. U. Law.— 
Through its Wisconsin operating sub- 
PRIN IPAL T WE DE L IN sidiaries, the company is seeking to over- 
throw the scheme of public utility regula- 

tion in effect in Wisconsin. The Wiscon- 

sin-Minnesota Light & Power Co. de- 


hd clares that the rate increases granted by 
Continental Ford the P. U. Comm. are insufficient and that 


Timken years.—v. 25, p. 
AMER. TEL. & TEL.—Number of 


Auto Body Packard Stations Growing—The number of 
et gig: Ae ey aaiiees 
Hall Lamp Federal Truck of 1914 oe iets been an seouenee 1a 


> e 3,363,023, or more than 38%.—-v. 25, p. 768. 
Lincoln Motors Bower Roller Bearing BALTIMORE & ANNAPOLIS RY. 
—Earnings Lower.—Preliminary report 

for the first quarter of 1920 shows a 
falling off in gross earnings and an in- 
Write or wire for latest markets and information. crease in operating expenses. Net earn- 
ings are away below that of the corre- 
sponding quarter of last year. The re- 
JOEL STOCKARD & Co. sults this veer TIATI2 in a on gs 
approximately 1 in surplus e 

Investment Bankers company is expected to ask a higher fare. 

: 7 BIRMINGHAM RY., LIGHT & 
Main Floor Penobscot Bldg., Detroit POWER.—Seeks Higher Fares.—Has 
Members Detroit Stock Exchange been restored to former “excellent stand- 
ing,” but court is continuing receivership. 

Company is negotiating for higher fares. 
_Its earnings show satisfactory improve- 
ment, both gross and net, compared with 
a year ago, and for the 12 months to 
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it has operated at a loss for nearly two 
Reo 258. 























MUNICIPAL BONDS 


We offer the American Investor these exceptional 
facilities for the prudent selection of sound and profit- 
able investments: — 


KNOWLEDGE-Many experienced bankers trained in 
the largest financial institutions of the United States 


and Germany~are at the service of our extensive or- 
ganization. They have the most positive technical know- 
ledge of - German Investment Values. 


INFORMATION*Y Our Berliti office gives us a daily report 
by radio. This service embracing not only financial butall im- 
portant political and economic factors and developments- 
is in charge of an eminent economist with 38 years of 
American metry ti experience. This service is free to 
investors and financial institutions. 

SERVICE~Our Berlin office has on its staffan experi- 
enced member of the Berlin Stock ExXcha under 
whose control all our buying orders are executed. Our 
deliveries are prompt. We also can offer large blocks of 
German City Bonds for spot delivery. 


PRICES~We have eliminated the middle man by deal- 
ing directly, through our own Berlin office, in listed 
securities and by negotiating directly with many 
Municipalities, States and Corporations for the finan- 
cing of their needs. We can offer a large list of Ger 
man Municipal securities at reasonable, fair and cor- 
rect prices, directly from the Bourse or the issuing city 
tothe investor: - - - Correspondence Invited. 


von Polenz &’ Co.,/nc. 


6o Broadway New York 
Telephone BowlingGreen 4320 
Denver 


Soston 
Philadelphia BERLIN Milwaukee 
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PAN -AMERICAN 
PETROLEUM & 
TRANSPORT CO. 


Common Stock 


Circular on request. 


BETHLEHEM 
STEEL 
CORPORATION 


Commo. “B’’ Stock 


Circular on request. 


CHANDLER BROS. & CO. 


Members New York Stock Exchange 
34 PINE STREET - - - NEW YORK 
Direct Wires to Our Offices in 
Philadelphia Detroit Chicago 
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Berlin 4s 
Greater Berlin 4s 
Frankfort 4s 
Cologne 4s 
Cologne 33s 
Leipzig 5s 
Barmen 4s 


Kiely & Horton 


40 Wall St.—New York 
Phone John 6330. 











March 31, 1920, net earnings increased 
$250,000 over the same period last year. 

BOSTON “L.”—In Better Position. 
—Conditions are steadily improving. Net 
profits for April were $150,189, out of a 
total revenue of $2,845,092. There still 
remains a deficit of $511,076, which. is to 
be overcome. During that month the road 
carried 28,188,564 revenue passengers at a 
cost of 9.6c., of which 4.6c. was labor.— 
v. 25, p. 768. 

CHICAGO TELEPHONE.—Seeks 
Higher Rates—Company has filed a 
petition with the P. U. Commission ask- 
ing authority to increase the guaranteed 
number of messages per day of all coin- 
box residence subscribers in Chicago and 
to increase the charge for excess calls 
above the guaranty from 4 cents to 5 
cents per call. In substance the new rate 
schedule increases all the rates which 
have remained in force without change 
since 1913.—v. 25, p. 769. 

CITIES SERVICE. — Subsidiary 
Brings in 2 Wells—Empire Fuel & 
Gas has brought in 2 wells in the Duncan 
pool in southern Oklahoma, estimated at 
from 700 to 1,000 barrels each. The 
Shamrock Oil Co. has another in that dis- 
trict of about the same size. A fourth 
well is showing salt water.—v. 25, p. 677. 

Detroit United Ry.—Wants Higher 
Fares.—Conductors and Motormen on 
the company’s lines have demanded in- 
creases in wages of 20 cents an hour for 
the first 3 months, 18 cents for the next 
9 months, and 15 cents thereafter. This 
would make their wages 70, 73 and 75 
cents for those periods. The company has 
notified the men that if their requests are 
to be granted, six cents must be charged 
within the one-fare zone. The question 
of the 6-cent fare is in the hands of the 
City Council and the men are awaiting 
the outcome.—v. 25, p. 728. 

EDISON ELECTRIC (BOSTON). 
—Earnings Larger.—For the fiscal year 
ending June 30, 1920, the company will 
show undivided profits, after the regular 
$12 dividend on the $22,528,000 stock, 
equal to more than twice the surplus of 
the previous fiscal year, which was $447,- 
264. In other words, the company is likely 
to show a balance of $5 a share above 
dividend requirements. 

LONDON & PORT STANLEY RY. 
(Canada).—Needs Higher Fares.—Em- 
ployes have returned to work after a 10- 
day strike, having accepted a wage in- 
crease of 8 cents an hour. The award is 
based on the condition that the City 
Council shall allow a 5-cent cash fare, 
with 6 limited tickets for 25 cents. Present 
fare is 5 cents with 7 unlimited or 9 lim- 
ited tickets for 25 cents. 

MEMPHIS STREET RY.—Present 
Rate Profitable—Net earnings of the 
company for April were equal to 7% per 
annum, or %% more than was guar- 
anteed by the city under the compromise 
agreement, allowing a 6-cent fare. The 
final net profit was $4,000; gross increased 
about $10,000; operating expenses were 
much higher than in April, 1919; cash 
fare passengers carried, totaled 4,484,919, 
against 3,487,365 in April, 1919. 

MICHIGAN RY.—Higher Fare Pro- 
bable.— An arbitration board has 
awarded the company’s employes on city 
lines an increase in wages to 60-62c. an 
hour, and interurban men 65-70c. a 6-day 
week and 10c. an hour additional for 
overtime. City trainmen were receiving 
40-42c. and: asked for 75-80c. Interurban 
men were getting 46-48c. and asked 
80-90c. The authorities have requested 
the P. U. Comm. to suggest a temporary 
increase in rates to meet the advance in 
wages. 
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Odd Lots 


Our service meets the needs of 
those interested in odd lots, 
whether for cash, on margin er 
partial payment. 


Hartshorne, 


Fales & Co. 
Members New York Stock Exchonge 
71 Broadway 
New York 

















U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 


that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 





























A High Grade 
Preferred 
Investment 
Paying 8% 


The Clydesdale Motor Truck Co. 
8% Cumulative Preferred Stock 
Price Par, $10 per share 


Recent information covering first 
quarter, 1920, shows splendid progress 
tor this company. 
Total Net Sales for 1919—$2,667,156.95. 
Total Net Sales first quarter 1920— 
$761,122.43. 
Earnings first quarter 1920—$39,013.91. 
Earnings March, 1920—$15,000. 
Yearly interest requirement on this 
issue—$24,000 
Orders on hand, April 1, 1920—total 
1665 trucks. representing about 
$3,000,000. 
Surplus 1919, 
1919—$107,281.91. 
Surplus as of 
$137,354.14. 
The Clydesdale Motor Truck Co.’s 
8% Cumulative, preferred stock. 
Price par $10 per share, may be 
purchased for cash or on a partial 
payment plan of 10% with the sub- 
scription, and 10% monthly for nine 
months. 

Descriptive circular on request. 


Wire—Write 


A. & J. FRANK 


Dealers and a ~ in Stocks anc 
s 
Fifth floor, Union Trust Bldg. 
CINCINNATI, OHIO 


as of December 31, 


March 31, 1920— 




















New York City 


Columbus 


A Great Future 


The valuable oil and gas 
holdings in the Cities Ser- 
vice Company famous 
Ranger field of Texas ds 
destined to add very large- 
ly to the value of Cities 
Service Company’s Com- 
mon -Stock and Bankers 
shares. The Company is 
rapidly developing its large 
holdings and the results 
must be reflected at an 
early date in the prices of 
the above shares. 

The Common Stock and the 
Bankers shares at present 
prices can be safely pur- 
chased for profit as well as 
income. 


Write for Circular “M” 


Claude Meeker 


Specialist in Cities Service Issues 


71 Broadway 


Empire Building 
’Phone, Bowling Green, 6540 
8 East Broad Street 


N. Y. 








Ohio i 
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PHILADELPHIA COMPANY. — 
Earnings Decline—Net income for 
1919 amounted to $3,796,065, or $3.23 a 
share on thé $42,943,000 common stock of 
$50 par value, compared with $4.98 earned 
in the preceding year. Despite the diffi- 
culties, owing to the readjustment of con- 
ditions to a peace basis, much was ac- 
complished during the year. The gas 
ae ps drilled 160 wells and purchased 

6; of the new wells 121 were productive. 
The traction companies increased their 
car mileage by 22,956 car miles and their 
gross earnings by $94,925.—v. 25, p. 678. 

PHILA. R. T.—Higher Fare Likely. 
—At least a 7c. fare will be necessary for 
the company to maintain adequate service 
pending a valuation of its property as 
proposed by the Mayor’s Transit Com- 
mittee in its report. This was estimated 
by city officials close in touch with the 
transit situation. The transit committee 
recommended the P. R. T. be granted 
permission to increase fares and forego 
dividends until a final survey. 

P. S. of N. J.—Legality of Subsidi- 
ary’s Sale Doubted.—Regarding the 
solicitation for subscriptions for the stock 
of N. J. Power, the P. U. Commission is 
in doubt as to “whether the P. S. Electric 
Company may lawfully enter into any 
contract with a new company which would 
have in view the use of the facilities of 
the former to supply service conditional 
upon purchase of stock in the new com- 
pany.”—v. 25, p. 342 

UNITED LIGHT & RYS—To 
Benefit from Higher Rates.—Amount 
expended for additions and betterments 
during the past year totaled $824,395, of 
which $399,712 was expended on electric 
properties, $225,511 on gas properties, 
$189,325 on railway properties and $9,847 
on heating properties. Net earnings 
during the coming year are expected to 
be augmented by benefits from the in- 
creased rates now being received, some 
of which did not become effective until 
the latter part of 1919.—v. 25, 25, P. 770. 


MINING NOTES 


ALVARADO MINING.—Operations 
Resumed.—Company has called for re- 
demption on July 1, 1920, at 110 and ac- 
crued interest, all of its outstanding first 
mortgage 6% convertibie bonds due, 
under an extension agreement, on jan. 1, 
1926. Piants at Parral and Chihuahua 
have resumed operations after 4 days’ 
suspension due to cutting of power by 
Francesca Villa. He demanded $50,000 
protection tax, which was refused by the 
company. 

AMER. ZINC. — Earnings Main- 
tained—Earnings in the 2nd quarter 
are running at about the same rate as in 
the first quarter, when net amounted to 
$197,240, before depreciation and deple- 
tion. For the past 4 weeks there has been 
a slight let-down in the price of zinc, 
but these quotations do not represent to 
any great extent sales to consumers. In 
August company expects to have its new 
zinc oxide plant at Columbus, Ohio, com- 
pleted and in operation. Company draws 
its raw materials for the production of 
lead-free oxide from its Mascot mine in 
Tennessee.—v. 26, p. 

ANACONDA COPPER. — Demand 
for Company’s Product Grows.—The 
Emma Mine, leased by Anaconda from 
Butte Copper & Zinc, is shipping approx- 
imately 40 tons of ferro- manganese a day 
to the Great Falls plant. About 2% tons 
of ore is required for one ton of ferro. 
The ore blocked out in this mine carries 
an average.of 38%, with 6% silica. Com- 
pany is experiencing an increase in the 
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demand for arsenic, which is turned out 
in large quantities at Anaconda and Great 
Falls.—v. 26, p 

BUTTE a SUPERIOR MINING.— 
Earnings Larger.—Profit for the March 
quarter, before taxes, amounted to $627,- 
256, or $2.16 a share earned on the $2,901,- 
845 capital stock of $10 par value. This 
compares with $1.95 a share in the pre- 
ceding quarter, and a deficit of $116,379 
in the March, 1919, quarter. Milling oper- 
ations were conducted with the use of 
more than 1% of oil with very satis- 
factory results, concentrates averaging 
53.86% zinc and 19.50 ounces of silver, re- 
covery being 95.02%, compared with 
my ay for the preceding quarter.—v. 25, 


» CANADA COPPER.—Adversely Af- 
fected by Conditions—During 1919 
operations in the Boundary district were 
suspended, and the smelter at Greenwood 
dismantled. Such equipment as may not 
be needed for future operations will be 
sold. Considerable delay had resulted in 
starting operations in the Princeton dis- 
trict due to labor difficulties. Completion 
of work at the mine and mill had been 
held up owing to delay in extending the 
railroad and power service to the prop- 
erty, but it is expected these extensions 
will be completed shortly.—v. 25, p. 733. 

CLIFTON PORCUPINE MINES.— 
Plans Extensive Drilling Campaign.— 
The company has made_ considerable 
progress in the exploration of its mines. 
The directors propose to carry on an ex- 
tensive diamond-drilling campaign. On 
the 200-foot level a cross-cut has been 
driven east for 160 feet, and 70 feet of 
drifting has been done, with good results. 
The labor situation is proving difficult. 

EAST BUTTE COPPER.—Doing 
Well.—Company is producing its cop- 
per for about 16c. per pound against 
16%c. in 1919. It has been a consistent 
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seller of copper for export. Averaging 
19 cents per pound, and with smelter pro- 
duction running at 2,000,000 pounds of 
copper a month, East Butte is earning 
between $50,000 and $60,000 monthly, be- 
fore property charges and any tax reser- 
vation equivalent to almost $1.50 per share 
annually on the 420,000 shares outstand- 
ing. The company has net quick assets of 
approximately $2, — or virtually $6 
per share.—v. 25, p. 314 

DAVIS- DALY COPPER. — Strike 
Arrests Progress.—-At beginning of 
second quarter, company hoisted a record 
tonnage, But strike caused suspension of 
mining in the Butte camp for about a 
week, arresting this progress. During the 
first three months an _ extraordinary 
amount of underground development 
work caused a drop in average grade of 
ore to 642% copper. The first of April 
saw an upswing in ore value, the average 
up until the strike showing by copper. 

INSPIRATION COPPER. — Ac- 
quires New Interests—Has purchased 
from the Warrior Copper Co. of Arizona 
the latter’s Montgomery group of claims 
for $400, Property adjoins Inspira- 
tion and contains small bodies of fair 
grade carbonate ore, but it is a question 
whether the company will develop the new 
acquisition, having bought it chiefly to use 
as a tailings dump. 

ORTH BUTTE MINING.—Out- 
look Good.—In the first quarter of the 
year the company made its metal for 14 
cents per pound; since May 1 this has 
been very much less. On the current 
market of 19 cents the company can earn 
net profits of $100,000 per month, with 
production back to 2,000,000 pounds 
monthly. The company is .concentrating 
a good deal of its energies on hastening 
the development of its Edith May vein on 
the new levels. On its present selling 
price of around 16, the company has nearly 


334%4%, or about $5 per share, in cash and 
cash assets and owes nothing but current 
bills.—v. 25, p. 594. 

SILVER KING COALITION 
MINES.—Income Account.—Despite 
litigation, settlements with neighbors and 
expense of suits, the past year showed a 
surplus of $66,292. Production amounted 
to 10,830 tons of first-class, direct-smelt- 
ing, crude ore, sold for $569,224, and 46,- 
476 tons of milling grades, producing 
8,423 tons of concentrates of $289,618 
value. Total assets amount to $5,479,181, 
which include plant and equipment, valued 
at $367,456. 

TEMISKAMING MINING. — In 
Good Position.—Company’s mill is run- 
ning at full capacity and handling approx- 
imately 135 tons of ore daily. A consider- 
able quantity of the ore is high grade. If 
this record is maintained the company 
should disburse interim dividends at com- 
paratively frequent intervals without re- 
ducing the surplus. Output for 1920 is 
expected to be over 500,000 ounces of 
silver compared with 243,037 ounces in 
1919 and 420,078 in 1918. 

TONAPAH DIVIDE.—Rediscovers 
Lost Vein.—The vein which in July, 
1919, was estimated to contain $9,000, 
silver at the 485-ft. level, and which has 
been lost at the 585-ft. level, has been re- 
discovered. The silver content is placed 
at $1,385,000. The ore is being resampled 
by an independent engineer. The shaft is 
now down 800 feet. 








Oil Notes 


ANGLO-PERSIAN OIL.—To Re- 
fine Crude in Australia —The Senate of 
the Commonwealth of Australia, has 
passed a bill authorizing a refining enter- 
prise with £500,000 capital, half of which 
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is to be taken up by the State. Oil produc- 
tion in Australia, refining and distribu- 
tion, and importation of crude oil will be 
undertaken by the company and the com- 
monwealth. 

BIGHEART PRODUCING & RE- 
FINING.—To Increase Loading Fa- 
cilities —Negotiations have been com- 
pleted which give the company, at a nom- 
inal cost, the use of terminal facilities 
being erected at Tampico, Mexico. Sales 
have been made of all oil it is able to 
load through present terminal facilities 
and contracts are being placed so as to in- 
crease the present loading facilities 200%. 
—v. 25, p. 427. 

BOSTON-WYOMING OIL.—To In- 
crease Production.—In accordance with 
an agreement with the Department of In- 
terior, the company is given the right to 
operate its acreage in its leased Salt Creek 
field. This is expected to greatly increase 
production. The company has about 
$1,250,000 owing by the Government from 
production previously taken from wells in 
disputed sections. The Government will 
make deductions for royalties . 

COSDEN & CO—Doing Well— 
Earnings are running just about double 
those of last year and give evidence of 
keeping up at the present rate until the 
end of the year, when a net of approxi- 
mately $12,000,000 is expected. After in- 
terest and dividends on the $3,594,965 
7% cum. preferred stock, balance avail- 
able for common, will amount to more 
than $3 a share on the $18,986,575 com- 
mon of $5 par value.—v. 25, p. 683. 

GATES OFL.—Acquires New Inter- 
ests.—The company has purchased the 
entire oil properties of Eclipse Oil, com- 
prising in excess of 1,000 acres of proved 
oil territory, a large number of produc- 
ing wells and thousands of acres of pros- 
pective oil lands in Oklahoma, Kansas 
and Texas. The price is understood to be 
around $1,500,000. Included in the sale is 
an interest in the royalty of some 2,500 
acres, part of which already is in produc- 
tion and practically all of it is in proven 
territory. 

ISLAND CREEK OIL.—Earnings 
Satisfactory—Company showed ‘very 
substantial earnings in the first quarter of 
1920. With the advance in the price of 
coal, the profit should be still further en- 
hanced. Unfortunately, this increase in 
price was coincident with a decreased 
production, owing to transportation diffi- 
culties. The period showed earnings on 
the stock at the rate of $10 per share. 

ISLAND OIL.—Outlook Good— 
Company now controls under lease a 
total of 20,448 acres of oil territory and 
approximately daily production from two 
wells is 60,000 bbls. Two tankers, aggre- 
gating 110,000 barrels capacity, are under 
charter and arrangements are pending for 
further tanker charters. Island Refining, 
a subsidiary, is constructing a 5,000-barrel 
tapping plant at Palo Blanco, and a 5,000- 
barrel refinery near New Orleans; and an- 
other subsidiary, Massachusetts Oil Re- 
fining, is erecting a 5,000-barrel refinery 
near Boston.—v. 25, p. 496. 

MEXICAN PANUCO OIL.—Entire 
Output Sold—Company has signed a 
contract with one of the large producing 
and distributing oil companies for the dis- 
position of its entire output of oil in the 
Mexican fields at prices which will show 
earnings for the company of from 40 to 
50% on its outstanding stock. Through 
this arrangement the company now has 
complete facilities for bringing its output 
from the Panuco fields of Mexico. 

MIDDLE STATES OIL.—Acquires 
New Interests—Has acquired 91% of 
the stock of Alto Gasoline & Oil Co., 
capitalized at $1,500,000, having a daily 
production of 2,600 barrels from about 18 
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EUROPEAN BONDS 


The discount in exchange of- 
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ities in the purchase of the in- 
ternal loans of foreign coun- 
tries. 

By buying European bonds 
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mestic securities having a 
doubtful or greatly reduced 
earning power are advisable 
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wells on 738 acres in the Burkburnett and 
Wilcox fields, with 11 wells drilling. The 
company holds leases on about 4,000 acres 
additional. In January, 1920, the corpora- 
tion offered $1,500,000 for an 80% stock 
interest in Alto, but is understood to have 
paid only $954,000 for the 91% now, with 
a possibility rr this payment may be re- 
duced to $854 Alto onary retains 
its gasoline aon —v. 25, p. 
PRODUCERS & saeteisie.-Te 
Increase Output.— Corporation has 
brought in 14 wells between August, 1919, 
and April 1, 1920, on its Dicey McIntosh 
lease in Oklahoma... These completions, 
none of which was for less than 800 bar- 
rels initial, came in with a total of 15,500 
initial. Output of these wells in the mid- 
dle of May, 1920, was 7,225 barrels. From 
its leases in the mid-continent, the com- 
pany is obtaining a net production of mor¢ 
than 6,000 barrels daily.—v. 26, p. 114. 
ROYAL DUTCH.—Subsidiary Brings 
in Well.—Roxana Petroleum, mid-con- 
tinent subsidiary, has completed a well on 
its Prentice lease in the Jennings, Okla., 
pool with a flow of — bbls. in the first 
24 hours.—v. 25, p 
SIMMS PETROLEUM. — Dee 
Wells Failing.—The constant falling o 
in the production of the deep sand wells 
in the Homer pool where the company’s 
big initial a was obtained, is re- 
sponsible for the marked decline in the 
stock. Production is now coming, mainly 
from wells in the shallow section of the 
pool, The company is producing about 
2,000 barrels a day in the Homer field 
from the deep sands. On the 80-acre Gar- 
rett lease, northeast of the deep section, 
the company is conducting drilling opera- 
tions to the shallow sand following the 
bringing of wells in i locality by other 
companies.—v. 25, p 


TEXAS COMPANY. — Has Good 
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Shipping Facilities—Company has fa- 
cilities for shipping 900,000 barrels of light 
Mexican crude oil and 350,000 barrels of 
heavy Panuco crude oil a month, The 
company’s pipe line into the southern 
fields can handle at capacity 30,000 bar- 
rels of oil a day. Panuco crude is shipped 
down ~ river in barges to Tampico.—v. 
25, p. 59 

UNION OIL (CALIFORNIA).— 
Production Increases——Production in 
the first quarter of 1920 amounted to 
2,112,668 bbls., compared with 1,957,349 
bbls. in the same period of 1919. Up to 
April 1 the company completed 5 wells 
with an initial daily production of 1,790 
bbls. The company is drilling 51 wells 
in California, Wyoming, Mexico and 
Texas, 11 more than a year ago.—v. 25, 
p. 143. 

UNION OIL (DELAWARE).—To 
Increase Production.—Company is drill- 
ing a total of 18 wells, of which 15 are 
in California and one each in West Vir- 
ginia, Oklahoma and Wyoming. Nine 
additional drilling locations have been 
obtained in West Virginia. If operations 
should prove successful, production will 
be increased substantially, adding consid- 
erably to company’s earning capacity and 
materially enhancing the market postion 
of the stock and bonds.—v. 25, p. 


UNLISTED NOTES 


AMALGAMATED SUGAR.—Income 
Account.—Surplus for year ended Feb- 
ruary 29, 1920, after charges, Federal 
taxes and preferred dividends amounted 
to $1,334,846, or $1.95 a share on the 
$6,824,000 common stock of $10 par value. 
Gross earnings for the year were $2,910,- 











925, and net before dividends on the pre- 


ferred $1,549,082 


NEW YORK 





EASTERN MFG.—Doéing Record 
Business.—Gross sales for the fifth 
4-week period from April 24 to May 22 
were about $950,000, the largest for any 
four-week period in its history, being 
$150,000 higher than for the previous 
4-week period. The profits were between 
$225,000 and $250,000, against $217,000 for 
the 4 weeks previous. This is at the an- 
nual rate of better than $17.50 for the 
common stock. 

FAMOUS PLAYERS-LASKY. — 
Earnings Statements.—Net profits for 
the three months ended March 27, 1920, 
after all expenses, allowance for film ex- 
haustion and Federal taxes, amounted to 
$1,058,565, equivalent to $4.28 a share on 
the 214,247 shares of common stock of no 
par value, after allowing for dividends on 
the $10,000,000 pfd. stock. This compares 
with net profits in the three months ended 
March 31, 1919, before providing for Fed- 
eral taxes, of $956,805, or $5.70 a share 
on the 167,576 shares outstanding at that 
time. Above net profits in both cases ex- 
clude profits or losses of wholly or par- 
tially owned subsidiary corporations.— 
v. 25, p. 73. 


FORD MOTOR.—Has Large Un- 
filled Orders—Company is expected to 
turn out about 1,000,000 cars during fiscal 
year ending August 31, 1920. Present 
output averages 3,000 cars per day. Since 
August 1, 1919, plant has produced 773,- 
790 motor cars and 50,909 tractors. Un- 
filled orders amount to over 229,000 cars 
and 7,889 tractors. Operations are some- 
what handicapped by lack of raw mater- 
ials, especially steel. 

GUANTANAMO SUGAR. — In 
Strong Position—Company has cash 
and quick assets of around $5,000,000, 
against which there were recently current 


liabilities of less than $300,000. Company 
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has $3,000,000 capital stock and no pre- 
ferred stock or bonds. Property, plants, 
etc., itemized at from $4,000,000 to $5,000,- 
000, could probably be sold for nearly 
$10,000,000. Company has declared an 
extra dividend of $5 in addition to the 
regular quarterly dividend of $1.25, pay- 
able July 1 to holders of record June 1s, 


LANSTON MONOTYPE. —Pros- 
pects Bright—Surplus for the fiscal 
year ended May 10, 1920, amounted to 
$774,530, or $12.40 a share on the $6,000,- 
000 outstanding capital stock. This figure 
was arrived at after deduction for 
amortization and obsolescence of machines 
and payment of 6% dividends. Demand 
for monotype machines has in recent 
months been unprecedented. In both the 
American and foreign markets the Mon- 
otype company has been successful in 
securing large orders, one foreign order 
béing for more machines than the com- 
pany had ever sold previously in a whole 
year. Government orders have been com- 
pleted. If any profits are made on this 
business, they will appear in the report 
for the current fiscal year. 


MARCONI WIRELESS (OF CAN- 
ADA).—To Cooperate with Govern- 
ment.—A proposal has been made by 
Marconi Wireless, Ltd., of England, for 
network of wireless communications, cov- 
ering the entire British Empire. The 
English company would pay the govern- 
ments in whose territory stations may 
located 25% of the net profits earned by 
such stations. Government would have 
right to acquire the properties, without 
payment, at end of 30 years, and would 
have purchase option up to that time. 


MASON TIRE & RUBBER.—Earn- 
ings Statement.—Net profits for the 
quarter ended April 30, 1920, were $544,- 
371, or at the annual rate of $10.40 per 
share on the outstanding common stock 
of no par value, after payment of pre- 
ferred dividends and fixed charges. Sales 
for that period amounted to $2,140,812, or 
at an annual rate of $8,563,248. 


McANDREWS & FORBES CO.— 
Maintains Earnings.—Net earnings f r 
1919, after charges and Federal taxes, 
amounted to $25.07 a share on the $5,000,- 
000 outstanding common, after deduction 
of preferred dividends. In the preceding 
year company earned $26.69 a share on 
the $4,000,000 capital stock then outstand- 
ing. 

NORTH AMERICAN PULP & 
PAPER.—Closes Large Contract.—The 
company and its subsidiary, Saguenay 
Pulp & Paper, are negotiating a con- 
tract with British paper manufacturers 
for delivery of 50,000 tons of mechanical 
pulp annually, for 10 years, beginning 
January 1, 1921. Negotiations have been 
practically closed on a cost plus basis. 


PATHE FRERES.—lIncrease in 
Earnings.—Earnings, after allowing for 
all preferred dividends, Federal taxes, in- 
terest, depreciation, etc., are at the rate of 
$3.50 per share cash on the $2,000,000 of 
$10 par value of common stock to be out- 
standing. It is estimated that the com- 
pany will have sales of between $18,000,- 
000 and $20,000,000 in 1920, and that the 
net earnings, before taxes, will amount to 
approximately $2,000,000; after taxes to 
$1,325,000, equivalent, after preferred divi- 
dends, to approximately $5.80 per share 
on the proposed issue of common stock. 
Unfilled orders exceed $8,000,000.—v. 25, 
p. 599. 

PHILA. INSULATED WIRE.—To 
Pay Regular Dividends.—Average an- 
nual net earnings, before depreciation, for 
the four fiscal years ended Sept. 30, 1919, 
are reported as $13.05 per share on the 
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quotations are contained 
in this issue. 


Copy free on request. 


David Maltman 


Member N. Y. Curb Market 
Association 
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IF THE Book SHOWN BELow WERE A Live JuDGE of 
the movements and actions of the surrounding words, you 
would agree that its central position would enable it to tell 
you pretty thoroughly the Why’s and Wherefore’s of these moves. 
Wouldn’t you? 


This Book occupies the same position as its author, Charles H. Dow, 
The words are the many traders and speculators 
whom Charles H. Dow in his position as head of the Dow-Jones Bureau 
(Wall Street's famous news gathering bureau) had the very unsual_ 


occupied in Wall Street. 


Dow’s Theory 


opportunity of observing. 


“Scientific Stock Speculation” has just 
been published. 
“Dow Theory” 
comprises the conclusions of a life- 
time of Wall Street experience. When 
the author died, it was discovered that 
he had profited substantially by fol- 


lowing 


his book. 


It is the famous 


of speculation. It 


the principles outlined in 


He gives 


you the Two General 
Methods of Trading in 
the Market and tells 
you about the Three 


soning. 


Lines of Rea- 


These lines of 


reasoning represent the 
crystallized conclusions 


lators. 


The principles laid down in Scientific 
Stock Speculation are scientific inas- 
much as they deal with tendencies. 
They have been thoroughly tested to 
profitable advantage by many specu- 
The author of this work built 
up an enviable record as a successful 
It would mean years of study 
—many losses—if you wished to work 


trader. 





out your own ideas on 
this subject. The au- 
thor gives you tried 
principles which are | 
the result of years of | 
study built on both suc- 
cessful and unsuccess- | 
ful ventures. You will 
profit by following 
these interesting con- 
clusions. Surely, you 


of Big Interests in Wall 
Street. You Must Know 
How Big Wall Street 
Interests Work, Act 
and Think in order for 
you to be successful. 
Learn Them—you will. 
profit through their ap- 
plication. 


cannot afford to take 
chances experimenting. 
If you understand what 
is back of many tech- 
nical changes in the 


market YOU will be in 


a position to protect | 
commitments. | 


your 
Send for this Book To- 
day. 





Chapter 


I. 

II. 
III. 
IV. 
V. 
VI. 
VII. 
VIII. 
IX. 
X. 
XI. 
XII. 
XIII. 
XIV. 
XV. 


What Scientific Stock Speculation Contains 


Scientific Speculation 


The Two General Methods of Trading 


Three General Lines of Reasoning 
Swings Within Swings 

Methods of Reading the Market 
The Operation of Stop Orders 
Cutting Losses Short 

The Danger in Overtrading 
Methods of Trading 

The Out of Town Trader 

The Short Side of the Market 
Speculation for the Decline 
Concerning Discretionary Accounts 
The Liability for Loss 


The Recurrences of Crises 


Learn through the experiences of others. 
not risk YOUR money in rash speculation. 


Follow the principles outlined in this Book 


and your foundation will be a strong one. 
Fill out the Coupon TODAY. 


Do 


* 
¢ 
¢ 
4 
a 


? Address 


The price of / 
this Book is 
$1.50. Fillin 

the Coupon / 


Below o 


‘ : 
and mail Jf. The 
@ Magazine 
to us. fof Wall 
a Street 
4 42 Broadway, 
a New York, N. Y. 


, 
# Gentlemen: 
@ Ienclose $1.56 (6c for 
# postage) for which 
# send me “Scientific Stock 
@ Speculation.” 


¢ 


June 12 
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25,000 shares of capital stock, and for the 
six (6) months from Sept. 30, 1919, to 
March 31, 1920, as $6.20 per share, or 
practically on the same basis as the aver- 
age for the preceding four years. The 
actual cash distribution of profits, after 
depreciation, for the past five (5) years 
has been equal to $11 per share per an- 
num on the stock. The management an- 
nounces its intention to pay regular divi- 
dends at the rate of $6 per share, of $50 
par value, per annum, with extra divi- 
dends from time to time as earnings war- 
rant. 


SUBMARINE BOAT.—To Increase 
Earnings.—Corporation is building 3 
steel barges at the Port Newark yards for 
use in its service between Port Newark 
and Buffalo, through the Erie Canal. The 
inauguration of the freight service to Buf- 
falo under present plans is in the nature 
of an experiment, and if successful will 
be extended. Arrangements have been 
made for the reception of freight at Buf- 
falo. These factors are expected to add 
considerably to the company’s earning 
capacity.—v. 25, p. 558. 


THLINKET PACKING. — Pros- 
pects Bright—Earnings this year are 
officially estimated at 27% on the price of 
the stock ($14.50), but plans now are 
being considered for doubling the current 
canning output. As the company enjoys 
the distinction of having its raw materials 
supplied by Nature, and salmon is being 
consumed in increasing quantities through- 
out the world, the stock has favorable 
investment features and attractive pros- 
pects. Company was established 18 years 
ago; its plant is one of the largest in 
Alaska and comprises 28 buildings. 


BOND BUYERS’ GUIDE 
(Continued from page 204) 


Kans. C. So. Ref. 5s, 1950......... 
Balt. & Ohio 6s, 1929............. & 
West. Md. Ist 4s, 1952............ 
Chic., Gt. West. Ist 4s, 1959 

Mo., K. & Texas Ist 4s, 1990 

Mo. Pac. Gen. 4s, 1975 

en GA, GR. BOO. ce ccsseocccses 
Western Pacific 5s, 

Balt. & Ohio Conv. 4%s, 

St. L.-San. Fran. Adj. 6s, 
Southern Gen. 4s, 1956 

Erie Gen. 4s, 

Seaboard Air Line Ref. 4s, 1949... 
St. Lovis S. W. Cons. 4s, 1932.... 


Industrial Bonds 


Midvale Steel 5s, 1963 
Western Elec. Ist 5s, 
Central Leather 5s, 192 
Va. Car. Chem. Ist 
Beth. Steel Ext. 5s, 
Keth. Steel Ref. 5s, 
Am. Smelt. & Ref. 
Armour R. E. 4%s, 1939 
Rep. I. & Steel 5s, 
Lackawanna Steel 5s, 
Chili Copper 7s, 

U. S. Steel 5s, 1963 
Int. Mer. Mar. 6s, 
Wilson & Co. 6s, 

U. S.. Rubber 5s, 

Am, Cotton Oil Deb. 5s, 1931 
Gen. Elec. Deb. 5s, 
Wilson & Co. 6s, 

Chili Copper 6s, 
Braden Copper 6s, 
Colorado Ind. 5s, 

Col. Fuel & I. 5s, 
General Elec. Deb. 
Texas Co. Deb. 6s, 1931 


Public Utility Bonds 


Manhattan Cons. 4s, 1990......... 52% 
Consol. Gas N. Y. 7s, 1925 99% 
Amer. Tel. & Tel. 4s, 1929........ 7 
Amer. Tel. & Tel. 6s, 1925........ 

N. Y. Telephone 4%s, 193 

Amer. Tel. & Tel. Coll. 

N. Y. Telephone 6s, 19 8 
TInt. Rap. Tran. Ref. 5s, 1966...... 5 
Hudson & Man. 957 5 
West. Union Tel. 

Public Serv. N. J. 5 
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Are 
You 
the 
Man? 


We are looking for a 
man of vision and in- 
itiative. He must have 
vision to see the future 
possibilities of a service 
that will promote intel- 
ligent investment in this 
growing land of invest- 
ors. He must have the 
initiative to meet the de- 
mand for such a service. 
Are you that man? If 
so, we will pay you lib- 
erally for your time and 
efforts. 


The Magazine of 
Wall Street is more 
than a magazine—it is a 
national institution. 
When you sell this mag- 
azine you make a friend 
because you extend a 
service that will enable 
your friend to invest his 
money safely and profit- 
ably. To investigate im- 
poses no _ obligation 
Write today for particu- 
lars. 
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HAS OUR INDUSTRIAL IDOL 
FEET OF CLAY? 


(Continued from page 162) 


hem, bonds and preferred stock were put 
behind the common during the period 
covered, otherwise the rise would have 
been still greater. 

In a word, all the other big steel com- 
panies except Colorado Fuel—remote from 
the coast—benefited more from war in- 
flation and war profits than U. S. Steel, 
in spite of its gigantic earnings for two 
years during the struggle. 

U. S. Steel has suffered in various ways 
from its own size. It has been more 
closely watched by the Government and 
by the public than the smaller companies, 
and its managers have felt the necessity 
of frequently considering the public in- 
terest rather than immediate profits. Its 
predominating place in the industry has 
compelled it to assume responsibilities 
which the others have to a great extent 
avoided. The bigger a company, the 
more chances for it to wind itself up in 
red tape, and the more remote the con- 
nection between authoritative managers 
and the work in the plants. 

A company which has plowed in an 
amount equal to 83% of the par value 
of its common stock during the last five 
years, or about two-thirds of its earnings 
for the stock, has manifestly followed a 
conservative and upbuilding policy. It 
has fortified itself against poor business, 
if that should come, by big cash assets 
and working capital, so that its current 
dividend rate should be secure under any 
early conditions that seem likely to arise, 
while favorable conditions should permit 
some increase in the rate or some distri- 
bution of extras. That is, of course, the 
reason why Steel sells near par although 
paying only 5% dividends. 

But the investor who predicts very high 
prices for Steel common on the strength 
of its $240 of assets is deceiving himself. 
He is overlooking the fact that the assets 
of a company like this are of value only 
as they contribute to its earning capacity, 
and he is ignoring the very acute prob- 
lem of costs which the company will have 
to face in the next period of dullness in 
the steel industry. 

An attitude of chastened optimism 
toward the future of this company is, it 
seems to me, well warranted, but I see 
no reason to expect the price to duplicate 
the performances of Bethlehem or Cruci- 
ble. As things stand right now, $90 looks 
cheap enough for Steel common and it 
ought to be entitled to a considerable 
rally; but when the next bargain time 
comes in the stock market, it would not 
surprise me at all to see U. S. Steel 
selling below its present figure—vol. 25, 
p. 766. 





The New-Book Letter 


In this.column in each issue of Tue Maca- 
zing oF Watt Street we give a list of all the 
new books on business, finance and investment 
that are published each week. - All these titles 
are on sale by Tae Macazine oF Watt Streer. 


A WORLD REMAKING, or Peace 
Finance—Clarence W. Harron. 


The key-word to the great problems 
of reconstruction is—money. The 

















The Interesting Position of 
the Rails 


Discussed in our analytical circular in- 
terpreting the vital provisions of t 
Esch-Cummins Act and the earning 
power of 25 leading railroads. 


(Ask for Circular MW-1) 
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Become 


Financially Independent 

through knowledge of investments. 

| Without knowledge of investments, 
your money is always in danger. 
With knowledge of investments, 
your money, no matter how 
small, represents the nucleus of a 
fortune. You can learn to in- 
vest safely and profitably 
by reading 
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Each issue—26 during the year— 
one every other week, is written 
in simple style by experts who 
understand the investment situation 
thoroughly. It is.one of the few 
publications that actually tells you 
how to make money. Its articles 
give you sound investment prin- 
ciples and a thorough knowledge 
of corporate values. If you follow 
our advice you should become 
financially independent. 
Building Your Future 
Income 

is our new department, which is 
intended especially for the embryo 
investor. It gives the basic prin- 
ciples one must follow, tells of 
the pitfalls to avoid and gives the 
experience of others who have 
attained Financial Independence. 
This department weaves romance 
around the hard road which leads 


to Financial Independence. 


Trade Tendencies 

give you in concise form the pres- 
ent condition and future prospects 
of leading industries. Business con- 
ditions show their shadows through 
the Stock Market. Learn this eco- 
nomic law and your understanding 
of “the times” will be a thorough 
one. 


Other Regular Depart- 
ments in Each Issue 
“The Outlook” “Current Bond  Offer- 

“Financial News and ings”’ 
Comment” “Market Statistics’ 
“What Thinking Men “Bonds and nvest 


“Money, Banking and 
Business Conditions” 
Each Issue Is a Milestone in Your 
Investment Career 
Fill out the coupon below and we will 
send you a trial subscription of 3 issues, 
including the next issue 


The M of Wall Street, 
42 B way, N. Y. 

I enclose $1 for a trial subscription 
to the next 3 issues, which please send 
to the following address: 

Name 
Address 
June 12 
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author shows the dramatic role played 

by finance, from vast expenditures in 

propaganda to subtle manipulation in 
international credit. Shows how our 
problems, from the Russian situation 
to international competition in shoes 
and machinery, are problems of finance. 

Price, $1.85, Postpaid. 

THE COUNTRY BANKER — by 
George Rae, Revised by F. E. Steele, 
author and lecturer on Banking. 
This book, which has become an estab- 

lished text-book in banking, explaining 
the country banker’s clients; his cares 
and work, has been brought up-to-date in 
this revised edition. Price $1.85 post- 
paid. 

HOW TO DEVELOP YOUR PER- 
SONALITY.—Clare Tree Major, 
with a foreword by Sir Herbert Tree. 
One of the How to Develop series 

containing a complete course in the de- 

velopment of Personality, presenting 
the subject in a most interesting and 
practical way. Price, $1.35, Postpaid. 

INTERNATIONAL COMMERCE 
AND RECONSTRUCTION — by 
Elisha M. Friedman, Statistician War 
Finance Corporation. 

Mr. Friedman has brought together 
in a form to permit the ready under- 
standing and assimilation of facts of 
recent history and the statistics of re- 
cent economic processes which bid fair 
to change the character of the world’s 
commerce. A due appreciation of the 
magnitude of these changes is essential 
to the formation of a new and correct 
perspective by American business-men 
and bankers. 

Price, $5.10, Postpaid. 

NEW INDUSTRIAL UNREST—Ray 
Stannard Baker. 

A presentation of the problem as it 
exists now, discussing the recent develop- 
ments and offering solutions worked out, 
not for the future, but for to-day. The 
author develops the Shop Council system 
of settling labor disputes, the system 
greatly favored by the Industrial Com- 
mission. Price $2.10 postpaid. 
FOREIGN RIGHTS AND INTER- 

ESTS IN CHINA—By Westel W. 

Willoughby, Professor of Political 

Science at the Johns Hopkins Univ., 

legal advisor to the Chinese Republic 

from 1916 to 1917. 

The purpose of this volume is to pro- 
vide a statement of the rights of for- 
eigners and the interests of foreign states 
in China as they are to be found stated 
in treaties with or relating to China. 

Price $7.70 postpaid. 
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TECHNICAL WRITING—By T. A. 
Rickard, Editor of the “Mining and 
Scientific Press.” 

Compiled from a set of five lectures 
delivered before the engineering classes 
of the University of California in 1916. 
Under such chapters as: General Prin- 
ciples, Naturalness, Clearness, Precision, 
Construction of Sentences and Composi- 
tion, it completely covers all phases of 
technical writing. Price $1.60 postpaid. 
AN INTRODUCTION TO THE 

PEACE TREATIES—By Arthur 

Pearson Scott, Assistant Professor 

of History, University of Chicago. 

Contains valuable information regard- 
ing the causes of the war, the aims of 
the belligerents, the peace proposals, and 
the framing of the Treaty of Peace as 
well as a detailed summary of the treaty 
with Germany, including the Covenant of 
the League of Nations, and extensive 
explanatory comments of many of its 
clauses. Is neither an attack nor a sup- 
port of the Treaty, but treats impartially 
the arguments on both sides. 

Price $2.10 postpaid. 


WHAT VALUATIONS SHOW FOR 
THE RAILROADS 
(Continued from page 176) 
care of the bonds. This would be less 
than $50 a share on the preferred, with, of 

course, nothing for the common. 

Texas & Pacific shows one of the 
largest shrinkages in the list. The $67,- 
418,411 valuation compares with a bonded 
debt, excluding equipment trusts, of about 
$55,000,000, which would leave only about 
$12,500,000 to cover the $38,763,800 stock. 
Back interest on the income bonds, now 
a subject of litigation, is likely to absorb 
a large part of the margin. 

The Western Pacific valuation of ap- 
proximately $67,000,000 does not include 
large investments made since June 30, 
1914, and the same is probably true in 
lesser measure of some of the other prop- 
erties. Since that time the Western 
Pacific has raised $18,000,000 on its $20,- 
000,000 mortgage and the money has been 
invested in part, the remainder being on 
deposit. 

The valuation, as found, should either 
be compared with the two stock issues, 
aggregating $75,000,000, or, if the bonds 
be included, the proceeds should be in- 
cluded in the valuation. Computed on the 
latter basis, the valuation would show 
about $80 a share for the common. If the 
$8,500,000 assets seized from Denver & Rio 
Grande be included, the equity for the 
common would be increased to about $96 
a share. 
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WAR-TIME FINANCIAL PROB- 
LEMS —by Hartley Withers, Edi- 
tor of “The Economist,” Author of 
“The Business of Finance.” 

The compilation of a number of ar- 
ticles written during the war on financial 
subjects, including War Finance as it was 
and might have been, Bank Amalgama- 
tions, “Currency Questions, Company Law 
Reform, Bonus Shares, the Outlook for 
Capital, Treasury Control, the Capital 
Levy, Facing the War Bill, National 
Guilds, and many other matters of 
vital importance. Price $2.60 postpaid. 


HUMAN EFFICIENCY AND 
LEVELS OF INTELLIGENCE— 
by Henry Herbert Goddard. 

The author offers in this book solu- 
tions for the old/problem of fitting each 
person into his proper place in the world. 
Price $1.60 postpaid. 


LABOR’S CHALLENGE TO THE 
SOCIAL ORDER—by John Graham 
Brooks. 


Based on notes taken during nearly 
forty years, this book shows the growth 
of constructive agencies inside the three 
most powerful labor groups—trade 
union’s, socialists and co-operators, with 
the variants, Syndicalism and the New 
Guild. The Social Order is threatened. 
To show how the real strength within 
these labor grqups may be turned toward 
social conservation is the object of this 
volume. Price $2.85 postpaid. 


EQUIPMENT OF THE WORKERS 

(THE). 

This volume is the result of an enquiry 
by the St. Philip’s Settlement Education 
and Economics Research Society into the 
adequacy of the adult manual workers 
for the discharge of their responsibilities, 
as heads of households, producers and 
citizens. This volume includes extensive 
studies of the well-equipped, the inade- 
quately equipped and the mal-equipped 
methods of investigation, etc. Price $4.15 
postpaid. 





AGRICULTURE’S FARTHEST 
NORTH 


(Continued from page 160.) 


The wheat crop of the Peace river ind 
the adjacent Grande Prairie district 
amounted last year to more than 5,000,000 
bushels. The climate of this region is 
tempered by chinook winds blowing across 
the Rocky Mountains from the warm Jap- 
anese current that washes the coasts of 
British Columbia. It is becoming a well 
settled and well developed farming coun- 
try. It is tapped by railways extending 
north from a Canadian National Railways 
connection at Edmonton and its farm 
products are shipped out at a good profit 
to the farmers. 

The explanation of the wonderful vege- 
table and grain crops of the far North lies 
in the long days with their almost contin- 
uous sunshine. Actual records show that 
at Fort Simpson there are 570 hours of 
sunlight in June and only twelve hours 
less in July. In the four months from 
May to August there are 2,147 hours of 
sunshine as compared with 1,805 at Ot- 
tawa. Nineteen hours of sunshine a day 
are a magical ripening influence in gardens 
and fields. 


for JUNE 12, 1920 

































Actual size 


1l” wide x 12%” or 


YOUR MAGAZINE 


BINDERS 


Preserve your copies of The Magazine of 
Wall Street and Our Investment Letters. 


These binders are neat, attractive, simple 
and durable. Black Morocco Fabrikoid of 
Good quality with name of magazine 
stamped in gold letters. A simple but strong 
spring holds the magazine or letters firmly 
and securely in place. 


Price $3.50 Each 


As the number of these we have on hand is limited. - 
Prompt action on your part is necessary. 
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NEW EDITIONS NOW 
READY 


In response to the continued demand for sound, 
practical literature on investing we have revised 
and republished the following two books: 





Investing for Profit 


Presenting the complete fundamentals involved in 


selecting investments correctly. 
Contents 

Some underlying principles. Dis- 
tribution of investments for Profit. 
When should bonds be bought for 
profit? The selection of growing 
railroad stocks. Watching the 
Standard Rails. Investment Stocks 
and the price of capital. Applying 
common sense to industrials. How 
Industrial Stocks grow. Buying 
stocks in dull times. How to inter- 
pret the action of the market. What 
to do with idle money. The three 
sources of profit in buying securities. 


Price $1.31 postpaid 





Psychology of the Stock Market 


BY G. C. SELDEN 


Telling the effect of varying [iiauaaaees 
mental attitudes of the public 
upon the course of prices. 


Contents 


The speculative cycle. Inverted 
reasoning and its consequences. 
“They.” Confusing the present 
with the future. Discounting. 
Confusing the personal with the 
general. The panic and the boom. 
The psychology of scale orders. The 
mental attitude of the individual. 


Price $1.31 postpaid 


ORDER FROM YOUR BOOKSTORE OR DIRECT TO US. 
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42 Broadway, N. Y. C. 
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4 CHAS. N. GOULD 
; GEOLOGIST 

4 TWENTY YEARS IN OKLAHOMA 
; Formerly State Geologist 

»4 Specializing in Oil 

’ 1218 Celcord Building Oklahoma City 








NEW YORK AMERICAN 
Investors Service 


has furnished unbiased investment 
information to thousands of inves- 
tors over a period of many years. 
Address 238 William St., New York City. 




















Business Man’s Library 


Books delivered prepaid. Write today 

for List of the Latest Books ef Current 

Interest to Business Men. Wesley Mills 

omer: 500 Fifth Avenue, New York, 
pt. B. 











[ MOORE’S OIL REPORTS | 
Dependable information of Important Oil ff 
Companies and Properties and of De- ff 
velopments affecting values of same. 
(Kansas, Oklahoma, Texas, Louisiana.) 
MOORE’S OIL FIELDS REPORTING {| 
AGENCY 
Dallas, Texas : 





OIL LEASES IN NEW MEXICO 
350,000 acres in all sections where drilling 
is progress. 5-year leases. Will 
sell in blocks of 640 to 100,000 acres. This 


acreage will move quickly. If interested write 
or wire 


Columbia Oil & Leasing 
Albuquerque, New Mexico. 








WANTED 


A brokerage firm to help place a 
block of the treasury stock of a 
hydro-electric power company, in 
the line of an unlisted security. 
Address, Waneta Power Company, 
Limited, Paulsen Building, Spokane, 
Washington. 














Specialists in periodic audits for 
broker’s accounts. 
H. ROSENBLUM & CO. 
Certified Public Accountants 
141 Broadway, New York City 
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